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To  the  Governor  and  the  Members  of  the  General 
Assembly  of  1975: 


Transmitted  herewith  is  the  report  of  the 
findings,  conclusions  and  recommendations  of  the 
Joint  Legislative  Committee  on  the  Tax  Structure  of 
the  Local  Units  of  Government. 

The  work  of  the  Committee  was  performed 
in  accordance  with  the  requirements  of  Resolution 
No.  185  of  the  General  Assembly  of  1975,  Second  Session, 
197^- ,  which  authorized  the  appointment  of  the  Committee. 

Respectfully  submitted, 

/       James  E.  Long     y 
\j     Chairman 


TABLE   OF  CONTENTS 


VI.   Revaluation 


Appendices 


Appendix  A  -  List  of  Persons  Making 

Presentations 


Page 


Recommendations  1V 

Resolution  v 

Members  of  Commission 

Staff 

Report  of  the  Commission 

I.   Introduction  and  Background 
II.   Mobile  Homes 


IX 

1 
1 

4 


III.   Motor  Vehicles  ? 

IV.   Property  Tax  Relief  for  the  Elderly 

Poor  and  Disabled  Persons  1^ 

V.   Personal  Property  18 

21 


A-l 


A-2 


Appendix  B  -  Mobile  Homes  B-l 

Proposed  Bill  I  (Registration)  B-2 

Forsyth  County  Ordinance  B-3 

Proposed  Bill  II (Moving  Permit)  B-10 

Appendix  C  -  Motor  Vehicles  C-l 
Proposed  Bill  III  (Registration 

Card)  C-2 

Proposed  Bill  IV  (Excise  Tax)  C-3 


CONTENTS  (Continued) 


Appendix  D 


Property  Tax  Relief  for  the 

Elderly  Poor  and  Disabled  Persons 
Proposed  Bill  V  (Tax  Relief) 


Appendix  E  -  Personal  Property 
Revenue  Analysis 
Proposed  Bill  VI  (Exclusion) 

Appendix  F  -  Revaluation 

Land  Policy  Council  Resolution 
Summary  of  Presentations  on 

Revaluation  (Arizona  Summary) 
Wake  County  Report 
Proposed  Bill  VII  (Certification) 


D-l 
D-2 

E-l 
E-2 
E-5 

F-l 
F-2 

F-3 

F-5 

F-47 


Appendix  G  -  Proposal  for  Computer  Assisted 
Appraisal  in  North  Carolina 


G-l 


RECOMMENDATIONS 

The  Committee  makes  the  following  recommendations  to 
the  General  Assembly  of  1975: 

(1)  Mobile  Homes 

(a)  That  counties  be  authorized  to  require  registration 
of,  and  a  permanent  sticker  on,  mobile  homes  located 
within  the  county  (Proposed  Bill  I). 

(b)  That  a  moving  sticker  to  be  obtained  from  local  tax 
offices  and  displayed  conspicuously  on  the  mobile 
home  be  required  on  any  mobile  home  being  transported 
on  the  roads  of  North  Carolina  (Proposed  Bill  II). 

(2)  Passenger  Motor  Vehicles 

(a)  That  the  Department  of  Motor  Vehicles  withhold  annual 
registration  cards  for  any  vehicles  which  have  not 
been  listed  for  taxes,  sending  the  registration  card 
to  the  county  tax  office  instead  of  the  vehicle's 
owner  (Proposed  Bill  III). 

(b)  That  effective  January  1,  1977,  an  excise  tax  in  lieu 
of  the  ad  valorem  property  tax  be  imposed  on  passenger 
motor  vehicles  (Proposed  Bill  IV). 

(c)  That  responsibility  for  local  license  plate  distribution 
and  motor  vehicle  title  work  be  placed  with  the  county 
governments,  effective  January  1,  1977- 

(3)  Property  Tax  Relief  for  the  Elderly  Poor  and  Totally 

Disabled  Persons 
(a")   That  G.S.  105-277*1  be  amended  to  eliminate  inequities 

and  administrative  difficulties  (Proposed  Bill  V). 
(b)   That  the  same  benefits  available  to  elderly  persons 

with  low  incomes  under  G.S.  105-277-1  he  extended  to 

totally  and  permanently  disabled  persons  with  low 

incomes  (Proposed  Bill  V). 

(4)  Household  Personal  Property 

That  household  personal  property  be  classified  and 
excluded  from  ad  valorem  property  taxes  (Proposed 
Bill  VI). 

(5)  Revaluation 

(a)  That  tax  maps  be  made  mandatory  in  all  counties. 

(b)  That  funds  be  appropriated  to  aid  counties  with  the 
financial  burden  of  the  required  mapping. 

(c)  That  disclosure  affidavits  be  required  of  the  seller 
in  all  real  estate  transactions  to  facilitate 
sales-ratio  studies. 

(d)  That  a  uniform  state  appraisal  manual  be  developed 
and  published. 

(e)  That  periodic  recertification  be  required  of  all 
county  tax  supervisors. 

(f)  That  counties  be  restricted  to  hiring  appraisal 
companies  certified  by  the  Department  of  Revenue 
(Proposed  Bill  VIII). 

(g)  That  further  study  be  conducted  in  the  area  of 
revaluation  with  emphasis  on  the  computer  techniques 
currently  being  developed  and  perfected. 
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GENERAL  ASSEMBLY  OF  NORTH  CAROLINA 
1973  SESSION  (2nd SESSION,  1974) 

RATIFIED  BILL 

RESOLUTION  | 85 
HOUSE  JOINT  RESOLUTION  2066 
A   JOINT   RESOLUTION   CREATING   A   JOINT  LEGISLATIVE  COMMITTEE  TO 

STUDY  THE  TAX  STRUCTURE  OF  THE  LOCAL  UNITS  OF  GOVERNMENT. 
Be   it   resolved  by  the   House   of  Representatives,  the  Senate 
concurring: 

Section  J .  There  is  hereby  created  a  Joint  Legislative 
Committee  to  study  the  tax  structure  of  the  local  units  of 
government,  to  be  composed  of  |4  members:  seven  members  of  the 
Senate  to  be  appointed  by  the  President  of  the  Senate  and  seven 
members  of  the  House  of  Representatives  to  be  appointed  by  the 
Speaker  of  the  House.  All  appointments  shall  be  uade  in 
sufficient  time  to  allow  the  Committee  to  begin  its  work  no  later 
than  July  | ,  |97U. 

Sec.  2.  It  shall  be  the  duty  of  the  Committee  to  make  a 
comprehensive  study  to  determine  whether  the  tax  structure  of 
local  units  of  government  are: 

|.   In  harmony  with  the  public  policies  of  the  State, 

2.  Designed  to  provide  a  sound  revenue  base  for  the  future,  and 

3.  Being  fairly,  efficiently  and  effectively  administered, 

and  to  make  recommendations  it  deems  necessary  for  changing  and 
improving  said  tax  structure.  The  Committee  shall  study  and  make 
recommendations  regarding  the  following  specific  areas  of 
taxation: 

! .   Taxation  of  mobile  homes 

2.   Taxation  of  motor  vehicles 


3.  Property  tax  relief  for  the  elderly  poor  and  disabled 
persons 

4.  Real  property  revaluation  program 

5.  Ad  valorem  taxation  of  household  furnishings  and 
personal  effects. 

Sec.  3.  Upon  its  appointment,  the  Committee  shall 
organize  by  electing  from  its  membership  a  chairman  and  a  vice- 
chairman. 

Sec.  4.  Professional  and  clerical  assistance,  printing 
services,,  and  supplies  shall  be  provided  for  the  Committee  by  the 
Legislative  Services  office. 

Sec.  5.  The  members  of  the  Committee  shall  receive 
subsistence  and  travel  allowances  as  provided  by  G.S.  1 20—3- J  - 
Members  of  the  Committee  Hho  are  not  reelected  for  the  |  975 
General  Assembly  Session  shall  continue  to  qualify  for  payment 
under  G.S.  |20-3.  |  and  they  shall  continue  to  validly  exercise 
all  other  powers  of  regular  Committee  members  during  the  period 
of  time  between  the  end  of  their  elected  terms  and  the 
termination  of  the  Committee  with  the  presentation  of  the  report 
required  in  Section  7. 

Sec.  6.  The  Department  of  Revenue,  the  Department  of 
Transportation,  any  other  agency  of  State  Government,  and  the 
units  of  local  government  shall  make  themselves  and  their  staffs 
available  to  the  Committee.  The  Committee  shall  utilize  and 
incorporate  into  its  study  the  knowledge  and  expertise  of  the 
Korth  Carolina  Association  of  County  Commissioners  and  the  Morth 
Carolina  League  of  Municipalities. 


House  Joint  Resolution  2066 
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Sec.  7.  The  Committee  shall  submit  its  report  and 
recommendations  to  the  Governor  and  the  General  Assembly  by 
December  |,  |97U. 

Sec.  8.  This  resolution  shall  become  effective  upon 
ratification. 

In  the  General  Assembly  read  three  times  and  ratified, 
this  the  rS  *"*•  day  of  April,  |974. 

JAMES  B.  HUNT,  JR. 


James    B.    Hunt,    Jr. 
President    of    the    Senate 


JAMtS  £.  RAiviocr 


James  E.  Ramsey 

Speaker  of  the  House  of  Representatives 


House  Joint  Resolution  2066 


MEMBERS  OF  THE  COMMITTEE 


Appointees  of  the  Speaker  of  the  House: 

Representative  James  E.  Long,  Chairman 
Burlington,  North  Carolina 

Representative  Robert  A.  Jones,  Vice  Chairman 
Forest  City,  North  Carolina 

Representative  E.  Graham  Bell 
Gastonia,  North  Carolina 

Representative  Claude  DeBruhl 
Asheville,  North  Carolina 

Representative  William  M.  Fulton 
Morganton,  North  Carolina 

Representative  John  J.  Hunt 
Lattimore ,  North  Carolina 
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Report  of  the  Committee 

I .   Introduction  and  Background 

To  the  Governor  and  the  Members  of  the  General  Assembly  of  1975* 

The  Joint  Legislative  Committee  on  Local  Government  Unit 
Taxation  was  created  by  House  Joint  Resolution  2066  (ratified 
Resolution  185  of  the  1973  General  Assembly,  Second  Session  1974). 
The  duty  of  the  Committee  is  set  forth  in  Section  2  of  the  Resolution 
as  follows: 

It  shall  be  the  duty  of  the  Committee  to  make  a  comprehensive 
study  to  determine  whether  the  tax  structure  of  local  units  of 
government  are : 

1.  In  harmony  with  the  public  policies  of  the  State, 

2.  Designed  to  provide  a  sound  revenue  base  for  the 
future ,  and 

3.  Being  fairly,  efficiently  and  effectively  administered, 
and  to  make  recommendations  regarding  the  following 
specific  areas  of  taxation: 

1.  Taxation  of  mobile  homes 

2.  Taxation  of  motor  vehicles 

3.  Property  tax  relief  for  the  elderly, poor  and  disabled 
persons 

4.  Real  property  revaluation  program 

5.  Ad  valorem  taxation  of  household  furnishings  and 
personal  effects 

The  Committee  held  its  first  meeting  on  October  4,  1974.   Thereafter 
the  Committee  met  twice  a  week  in  an  effort  to  give  full  consideration 
to  each  of  the  topics  listed  in  its  charge. 

The  work  of  two  earlier  Commissions  laid  much  of  the  groundwork 
for  the  Committee's  study.   Representative  David  W.  Bumgardner  was 
Chairman  of  the  Commission  for  the  Study  of  the  Local  and  Ad  Valorem 
Tax  Structure  of  the  State  of  North  Carolina  which  made  its  report 
to  the  Governor  and  General  Assembly  on  December  8,  1970.   The 
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recommendations  of  that  Commission  lead  to  a  revision  of  many  provisions 
of  the  Machinery  Act.   Obsolete  provisions  were  eliminated  and  a  simpler 
and  more  economical  approach  was  taken  towards  the  taxation  of  property 
owned  by  public  utilities.   The  overall  result  of  the  Commission's  work 
was  to  play  an  instrumental  role  in  providing  for  cheaper,  simpler 
administration  of  the  property  tax. 

The  Commission  for  the  Study  of  Property  Tax  Exemptions  and 
Classifications  was  Chaired  by  Senator  Wesley  Webster  and  made  its 
report  to  the  Governor  and  the  General  Assembly  on  January  3,  1973- 
Although  some  of  the  recommendations  of  this  Commission  which  called 
for  major  deletions  from  the  exemption  provisions  were  not  adopted 
by  the  General  Assembly,  its  work  lead  to  the  correction  of  many 
existing  inequities  within  exemption  provisions. 

From  this  sound  basis  of  study  and  analysis,  the  Committee  began 
its  investigations  of  ways  to  further  improve  the  property  tax  laws 
of  North  Carolina.   Often  in  attendance  at  meetings  and  providing 
valuable  input  in  the  Committee's  deliberations  were  representatives 
of  the  North  Carolina  League  of  Municipalities,  North  Carolina 
Association  of  County  Commissions,  North  Carolina  Association  of 
Automobile  Dealers,  the  Department  of  Motor  Vehicles,  and  the 
Legislative  Committee  of  the  North  Carolina  Association  of  Assessing 
Officers.   For  a  list  of  persons  making  presentations  to  the  committee, 
See  Appendix  A. 
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An  initial  inquiry  was  made  by  the  Committee  into  the  time  and 
money  presently  being  invested  in  property  tax  administration. 
Although  detailed  figures  have  not  been  kept,  estimates  provided  by 
local  taxing  authorities  indicate,  that  a  disproportionate  amount  of 
time  and  money  are  spent  in  several  areas  which  the  Committee  was 
investigating  in  relation  to  the  revenues  generated  by  those  taxes. 
The  administrative  costs  were  a  significant  factor  in  consideration 
of  all  recommendations  before  the  Committee.   Each  proposed  bill  and 
each  general  recommendation  represents  an  attempt  to  reduce  these 
costs  and  increase  the  efficiency  of  property  tax  administration. 
A  second  major  factor  in  the  Committee's  study  was  to  avoid  wherever 
possible  an  erosion  of  the  tax  base  of  local  government  units.   In 
most  instances,  recommendations  have  been  developed  which  respond  to 
both  goals:   increased  efficiency  and  protecting  the  tax  base. 

The  Committee's  charge  included  investigation  of  the  fairness  of 
the  administration  of  the  taxes  and  their  compatibility  with  the 
public  policies  of  the  State  of  North  Carolina.   In  the  case  of  the 
property  tax  on  household  personal  property,  the  Committee  has  con- 
cluded that  the  tax  cannot  be  administered  fairly  and  equitably.   For 
this  reason  the  Committee  feels  this  tax  should  be  completely  abolished. 
The  relatively  small  decrease  in  tax  revenues  caused  by  this  change, 
should  be  more  than  offset  by  the  other  measures  recommended.   Taken 
as  a  whole,  the  Committee  feels,  the  legislation  recommended  herein 
will  protect  the  tax  base,  bring  within  the  purview  of  the  property 
tax  many  who  are  now  evading  it,  and  provide  for  more  efficient  and 
equitable  administration.   No  burden  will  be  shifted  from  one  group 
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of  taxpayers  to  another,  but  rather  from  those  who  have  been  bearing 
too  great  a  burden  to  those  who  have  been  avoiding  theirs. 

II.   Taxation  of  Mobile  Homes 

It  has  often  been  suggested  in  the  past  that  persons  who  own  and 
occupy  mobile  homes  do  not  pay  their  fair  share  of  property  taxes. 
With  respect  to  those  who  list  and  pay  taxes,  the  Committee  believes 
that  this  contention  is  unfounded.   In  the  average  case,  a  mobile 
home  has  a  market  value  lower  than  a  conventional  dwelling,  and, 
therefore,  should  be  subject  to  lower  taxes.   The  real  difficulty 
that  has  arisen  with  respect  to  taxation  of  this  type  of  property 
has  come  from  a  complete  failure  by  many  owners  to  list  their  mobile 
homes  for  taxes. 

The  problem  in  dealing  with  mobile  homes  is  a  product  of  the 
nature  of  the  object:   it  shares  characteristics  with  both  real 
property  and  motor  vehicles,  yet  is  neither.   In  the  eyes  of  the  law, 
e  mobile  home  is  personal  property,  but  conceptually  the  owner  will 
often  view  it  as  he  would  any  other  dwelling,  as  an  improvement  to 
real  property.   When  the  owner  does  not  also  own  the  land  on  waich 
it  is  situated,  there  is  no  public  record  to  which  the  tax  officers 
can  refer  to  find  the  mobile  home.   Even  when  properly  listed,  the 
mobility  which  these  "homes"  share  with  automobiles  often  causes  a 
similar  collection  problem.   Although  timely  listing  is  accomplished, 
the  mobile  home  may  be  removed  from  the  county  or  the  state  before 
the  taxes  are  collected. 
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Under  federal  law,  the  Soldiers  and  Sailors  Civil  Relief  Act,  the 
personal  property  of  a  non-resident  serviceman  is  not  subject  to 
taxation  by  the  state.   The  Committee  feels  that  with  respect  to  mobile 
homes  this  creates  an  unfair  situation.   The  similarity  between  a 
mobile  home  and  a  conventional  dwelling  is  of  increased  significance 
where  the  non-resident  serviceman  is  stationed  in  North  Carolina  for 
a  long  period  of  time.   He  and  his  family  may  enjoy  all  the  benefits 
provided  through  ad  valorem  taxation,  but  due  to  the  Soldiers  and 
Sailors  Civil  Relief  Act,  he  may  avoid  any  share  in  the  burden. 

With  all  these  considerations  to  be  weighed,  the  Committee  first 
contemplated  treating  mobile  homes  as  real  property  for  ad  valorem 
tax  purposes  only.   Unpaid  taxes  would  constitute  a  lien  on  the  land 
on  which  the  mobile  home  was  situated.   It  was  felt  that  the  lessor 
could  protect  himself  from  being  required  to  pay  the  taxes  from  his 
own  funds  by  requiring  the  lessee  to  pay  a  security  deposit  sufficient 
to  cover  any  delinquent  taxes  the  mobile  home  owner  might  leave  behind 
on  his  departure.   3y  definition,  an  effort  was  to  be  made  to  apply 
this  form  of  taxation  only  to  "permanently"  located  mobile  homes.   Of 
the  alternative  solutions  open  for  consideration,  real  property  treat- 
ment of  mobile  homes  seemed  the  only  avenue  open  to  deal  with  those 
owned  by  non-resident  servicemen. 

After  giving  this  approach  careful  deliberation,  the  Committee 
concluded  that  it  presented  more  difficulties  than  it  resolved.   The 
concepts  of  real  and  personal  property  are  deeply  rooted  in  the  legal 
system  and  a  change  of  this  sort  would  require  tremendous  precision 
in  definition  to  be  sure  that  the  desired  changes  were  accomplished 
and  no  others.   It  is  not  insignificant  that  a  federal  district  court 
in  Tennessee  has  recently  held  that  such  a  recategorization  of  mobile 
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homes  is  ineffective  with  respect  to  those  owned  by  non-resident 
servicemen. 

As  it  appears  that  the  prime  motivation  for  the  real  property 
approach  cannot  be  accomplished  except  by  the  U.  S.  Congress,  the 
Committee  finally  decided  to  recommend  the  approach  discussed  below. 
The  problem  of  taxation  of  non-resident  servicemen  will  continue, 
however,  in  the  few  counties  of  North  Carolina  where  it  is  a  signifi- 
cant problem.   It  appears  that  it  will  require  the  repeal  of  the 
Soldiers  and  Sailors  Civil  Relief  Act  which  has  outlived  its  intended 
purpose.   The  Committee  feels  that  the  circumstances  giving  rise  to 
this  legislation  no  longer  exist  and  strongly  recommends  a  careful 
re-examination  of  the  Act  by  the  Congress.   The  Act,  which  was 
designed  to  protect  servicemen  from  being  taxed  by  more  than  one 
state  because  of  frequent  transfers  has  evolved  into  a  complete 
exemption  of  much  of  their  property.   This  situation  has  arisen  because 
the  property  cannot  be  taxed  in  the  state  where  it  is  situated,  and 
^he  serviceman's  home  state  will  probably  not  even  be  aware  of  its 
existence. 

The  proposed  bills  appearing  in  Appendix  B  present  a  two-faceted 
approach  to  dealing  with  the  taxation  of  mobile  homes.   Bill  I, 
authorizes  counties  to  require  annual  registration  of  mobile  homes  and 
a  permanent  sticker  affixed  to  the  outside  as  evidence  that  it  has 
been  listed  for  tax  purposes.   The  absence  of  such  a  sticker  will  be 
visible  to  any  tax  collector  or  building  inspector  traveling  around 
the  county.   The  bill  is  permissive  in  nature,  the  county  is  not 
required  to  adopt  the  procedure.   This  appraoch  is  already  in  force  in 
several  counties  (See  Appendix  B  for  ordinance  in  effect  in  Forsyth 

County) . 
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Bill  II  deals  with  the  other  side  of  the  problem  in  the  taxation 
of  mobile  homes:   collection  of  the  tax.   The  proposed  bill  requires 
that  a  moving  permit  be  affixed  conspicuously  to  the  rear  of  any 
mobile  home  in  transit  in  North  Carolina.   As  mobile  homes  are  moved 
exclusively  in  daylight  hours,  the  sticker  should  be  readily  visible 
to  any  highway  patrolman  and  the  detention  of  the  mover  of  any  mobile 
home  without  a  moving  permit  should  cause  no  undue  hardship  or  road 
hazards.   No  extra  difficulty  is  placed  on  public  haulers  as  the 
responsibility  of   obtaining  a  permit  is  on  the  owner.   Permits  will 
be  made  available  at  ail  county  tax  offices  at  no  cost  to  the  taxpayer. 
Any  taxes  due  on  the  mobile  home  must  be  paid  before  the  moving  permit 
will  be  issued.   Mobile  home  dealers  will  be  issued  a  supply  of  permits 
for  use  in  transportation  of  mobile  homes  to  the  original  homesite  or 
to  another  dealer. 

The  Committee  feels  this  approach  reaches  as  much  of  the  problem 
of  taxation  of  mobile  homes  as  can  be  dealt  with  through  state  legisla- 
tion.  It  provides  for  more  effective  listing  and  collection  of  taxes 
on  mobile  homes  without  any  significant  increase  in  administrative  costs, 

III.   Motor  Vehicles 

In  the  last  several  years,  a  number  of  surveys  have  been  conducted 
in  North  Carolina  concerning  the  taxation  of  motor  vehicles.   These 
surveys  and  the  investigations  of  this  Committee  have  all  .reached  the 
same  conclusions  on  three  points: 

1.  Approximately  15%  of  all  motor  vehicles  in  North  Carolina 
completely  escape  taxation. 

2.  Checking  tax  listings  against  lists  purchased  from  the 
Department  cf  Motor  Vehicles  is  expensive  and  time  consuming. 
The  present  system  which  requires  that  vehicles  be  listed  in 
January,  but  allows  until  December  31,  to  pay  the  tax  without 
interest  is  not  only  wasteful  of  administrative  effort  and 
expense,  it  is  the  principal  reason  for  the  loss  in  taxes. 
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3.   The  mobility  of  automobiles  often  makes  collection  of 
taxes  impossible  even  when  listing  is  accomplished. 

As  can  readily  be  seen,  a  system  which  allows  15%  of  the  taxable 
property  to  escape  taxation,  while  requiring  disproportionate  amounts 
of  time  to  administer  is  neither  fair  nor  efficient.   Although  most  of 
our  county  tax  offices  are  doing  a  good  job,  they  are  laboring  under  a 
statute  which  resists  effective  enforcement. 

The  Committee  has  developed  two  approaches  for  dealing  with  motor 
vehicles.   The  first  proposed  bill  in  Appendix  B,  Bill  III,  provides 
a  mechanism  which  should  enable  local  units  to  collect  taxes  from 
many  of  those  persons  who  failed  to  list  their  motor  vehicles.   The 
bill  would  direct  the  Commissioner  of  the  Department  of  Motor  Vehicles 
to  send  the  annual  registration  card  for  any  vehicles  that  have  not  been 
listed  to  the  local  tax  office  rather  than  to  the  individual  who  owns 
the  vehicle,  when  requested  to  do  so  by  the  local  tax  official.   The 
owner  would  be  required  to  satisfy  the  tax  official  with  respect  to 
the  taxes  on  the  vehicle  before  receiving  his  registration  card  or 
license  plate. 

The  Committee  feels  that  the  mechanism  for  withholding  the 
registration  card  until  the  vehicle  is  properly  listed  or  the  taxes 
are  paid  can  provide  some  immediate  relief  for  counties  who  have  had 
difficulties  with  motor  vehicles.   This  approach,  however,  can  provide 
only  short  term  aid.   The  Department  of  Motor  Vehicles  has  tentatively 
scheduled  introduction  of  a  staggered  system  of  registration  for 
July  1,  1976,  with  all  passenger  motor  vehicles  to  come  within  the 
system  by  January  1,  1977*   The  process  necessary  to  effectuate  the 
first  proposed  bill  is  inoperable  under  a  staggered  registration  system. 

The  system  will  entail  four  steps.   First,  the  Department  of 
Motor  Vehicles  will  prepare  and  send  to  all  counties  requesting  it, 
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a  list  of  all  motor  vehicles  registered  in  that  county.   Second, 
the  counties  will  compare  the  list  with  the  vehicles  listed  for 
taxes,  indicating  those  which  have  not  been  listed  for  tax  purposes. 
These  lists  will  then  be  returned  to  the  Department  of  Motor 
Vehicles.   Third,  the  Department  will  remove  the  registration   cards 
of  all  vehicles  not  listed  and  send  them  to  the  local  tax  office. 
At  the  same  time,  a  letter  would  be  sent  to  the  owner  of  each  such 
vehicle,  directing  him  to  the  tax  office  for  his  registration  card 
and  explaining  why  he  must  go  there.   Finally,  the  owner  of  the 
vehicle  will  go  to  the  tax  office,  take  the  necessary  steps  and 
receive  his  registration  card.   The  Department  of  Motor  Vehicles 
estimates  that  the  cost  of  this  approach  would  be  approximately 
$75 ,000,  to  be  recovered  from  the  local  units  as  a  charge  for 
providing  the  lists. 

The  time  necessary  to  complete  all  of  these  steps  is  available 
under  the  present  system  of  annual  registration,  but  will  nor  be 
when  a  fraction  of  the  motor  vehicles  in  North  Carolina  will  be 
receiving  their  new  registrations  each  month.   Although  this  approach 
will  not  ease  the  administrative  burden  presently  being  borne  by 
local  tax  offices  with  respect  to  motor  vehicles,  the  Committee  feels 
that  this  problem  is  too  severe  to  delay  action  entirely  until  the 
staggered  registration  system  is  in  effect. 

At  that  time,  the  Committee  recommends  adoption  of  the  second 
proposed  bill,  Bill  IV,  found  in  Appendix  B,  which  would  impose  an 
excise  tax  on  passenger  motor  vehicles  in  lieu  of  the  ad  valorem  taxes 
currently  levied  by  counties  and  municipalities.   The  excise  tax 
would  be  collected  by  the  Department  of  Motor  Vehicles  when  renewing 
the  registration  of  the  automobiles.   The  funds  would  then  be  redis- 
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tributed  to  the  counties  on  a  pro  rata  basis  according  to  the  number 
of  motor  vehicles  registered  in  that  county.   A  provision  in  the  bill 
allows  municipalities  to  elect  to  levy  an  equal  tax  which  would  be 
collected  and  redistributed  in  the  same  way.   The  Department  of  Motor 
Vehicles  will  deduct  its  administrative  costs  from  the  funds  before 
redistribution. 

The  amount  of  tax  on  each  vehicle  will  be  determined  on  the  basis 
of  the  manufacturer's  suggested  retail  price  without  any  optional 
equipment.   For  the  first  year  a  new  car  will  be  taxed  at  a  rate  of 
1%  of  the  base  price.   Each  year,  thereafter,  the  tax  will  be  a  de- 
clining percentage  of  the  first  year's  tax,  down  through  the  ninth 
year  when  a  residual  tax  is  charged  for  the  remainder  of  the  life  of 
the  car.   The  Revenue  Department  analyzed  revenues  derived  from  taxa- 
tion of  automobiles  for  past  years  in  developing  the  percentages  to  be 
used.   The  excise  tax  will  roughly  approximate  the  property  tax  which 
->uld  have  been  paid  on  the  automoible.   No  extra  burden  is  placed  on 
the  taxpayer.   He  is  involved  in  no  more  administrative  steps  than 
under  the  present  law  and  his  taxes  are  not  increased. 

There  are  three  significant  effects  expected  to  result  from  this 
change  in  the  existing  law.   First,  those  who  have  been  evading  the 
tax  on  motor  vehicles  by  failure  to  list  will  be  required  to  pay 
their  share.   Second,  tremendous  amounts  of  administrative  time  will 
be  saved  by  local  tax  offices.   And  third,  the  administrative  burden 
will  be  shifted  to  the  Department  of  Motor  Vehicles  which  will  deduct 
its  expenses  before  redistributing  the  funds  to  the  local  governments. 
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The  Committee  has  worked  closely  with  the  Department  of  Motor 
Vehicles  to  assure  the  feasibility  of  this  approach.   Legislation 
was  passed  during  the  1973  Session  of  the  General  Assembly  authorizing 
the  Department  to  initiate  a  program  of  staggered  registration  which 
would  spread  the  workload  over  the  entire  year.   The  effective  date 
of  January  1,  1977  is  intended  to  coincide  with  the  institution  of 
the  staggered  registration  system  as  presently  planned  by  the 
Department  of  Motor  Vehicles.   Although  there  should  be  no  appreciable 
long-term  increase  of  administrative  expenses  incurred  by  the  Depart- 
ment as  a  result  of  the  excise  tax  and  staggered  registration,  there 
will  undoubtedly  be  start-up  costs  for  the  initial  period  of  the 
program.    These  costs,  however,  will  not  be  borne  by  the  state,  but 
will  be  deducted  from  the  funds  before  they  are  redistributed  to  the 
local  units.   The  Department  of  Motor  Vehicles  has  estimated  that 
implementation  costs  would  be  approximately  $2,000,000.    It  should 
be  noted  that  this  figure  does  not  represent  an  increased  expenditure 
for  the  local  units.   Large  amounts  of  administrative  time  presently 
expended  at  the  local  level  will  become  unnecessary.   The  savings  may 
then  be  realized  in  terms  of  either  reduced  staffing  or  more  beneficial 
utilization  of  the  same  personnel. 

On  several  occasions  it  was  recommended  to  the  Committee  that 
small  trucks,  under  a  specified  weight  capacity,  be  included  in  the 
definition  of  passenger  motor  vehicle  or  be  brought  separately  within 
the  tax  in  a  separate  category.   The  Department  of  Motor  Vehicles 
informed  the  Committee  that  this  would  be  impossible  to  do  as  their 
records  do  not  distinguish  between  trucks  of  different  sizes.   Although 
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it  is  common  practice  today  to  own  and  use  a  pick-up  truck  in  the 
same  manner  as  a  passenger  automobile,  these  vehicles  cannot  be 
brought  within  the  purview  of  the  excise  tax  at  this  time. 

When  similar  bills  imposing  an  excise  tax  on  automobiles  were 
considered  in  the  past,  they  have  been  vigorously  opposed  by  the 
automobile  dealers  of  North  Carolina.   It  was  their  contention  that 
the  dealers  were  being  placed  in  the  position  of  tax  collectors. 
They  also  felt  that  the  tax  would  have  a  chilling  effect  on  automobile 
sales  as  the  tax  was  due  at  the  time  that  the  car  payments  began. 
It  was  inevitable,  they  argued,  that  the  prospective  buyer  would 
add  the  tax  to  the  sales  price  in  deciding  whether  or  not  to  purchase. 
The  Committee  has  been  careful   in  the  drafting  of  the  recommended 
bill  to  assure  that  it  will  have  no  deleterious  impact  on  the  automobile 
dealers  of  North  Carolina.   whenever  a  trade  is  involved,  the  plates 
will  be  transferred  to  the  new  automobile  and  no  tax  consequences  will 
result  until  the  purchaser's  annual  registration  renewal  occurs.   The 
dealer  is  totally  unaffected  in  this  situation.   When  a  new  car  is 
purchased  without  a  trade,  the  purchaser  will  have  thirty  days  from 
the  time  of  the  registration  to  pay  the  tax.   This  time  allowance 
should  effectively  divorce  the  tax  payment  from  the  sales  transaction. 

The  procedure  followed  when  the  taxes  are  not  paid  within  1 
alloted  thirty  days  is  designed  to  avoid  placing  an  undue  burden 
on  the  Department  of  Motor  Vehicles.   If  the  tax  is  not  paid,  the 
Department  will  notify  the  taxpayer  to  return  the  registration  plates 
immediately.   If  this  is  not  done,  as  in  other  cases  of  failure  to  ■ 
pay  taxes,  the  matter  is  turned  over  to  the  county  tax  collector.   The 
efforts  of  the  local  office  in  this  respect  should  be  minimal  in 
comparison  to  those  presently  required  to  deal  less  effectively  with 
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motor  vehicles. 

The  Committee  feels  that  this  recommended  legislation  will 
accomplish  both  an  increase  in  revenues  and  a  decrease  in  administra- 
tive costs.   Most  importantly,  the  increase  in  revenues  will  result 
exclusively  from  more  efficient  enforcement  of  the  tax,  and  not  from 
increasing  the  proportionate  share  of  the  law-abiding  taxpayer.   It 
will  also  be  accomplished  in  a  fashion  designed  to  avoid  any  harmful 
impact  on  the  automobile  dealers  of  North  Carolina. 

The  Committee  also  feels  that  local  license  dealerships,  presently 
handled  on   a  private  contract  basis  at  the  county  level ,  should  be 
turned  over  to  county  governments  beginning  January  1,  1977 1  to  coin- 
cide with  the  introduction  of  the  excise  tax.   Frequently,  difficulties 
have  arisen  in  maintaining  local  license  plate  distributorships.   Some 
programs  considered  for  instituting  staggered  registration  and  excise 
tax  treatment  of  motor  vehicles  were  abandoned  as  it  was  felt  that 
the  local  dealers  would  not  be  willing  to  renew  their  contracts  under 
these  plans.   Difficulties  of  this  nature  would  be  removed  if  the 
responsibility  was  placed  with  the  counties.   The  county  government 
would  receive  the  same  payment  for  each  registration  or  title  trans- 
action as  is  presently  given  the  private  dealers,  and  would  be  free 
to  contract  out  the  business  if  it  proved  feasible  and  they  desired 
to  do  so.   The  Committee  has  found  this  system  to  be  operative  in 
other  states  with  good  results,  and  recommends  that  the  approach  be 
adopted  for  North  Carolina  irrespective  of  the  action  taken  on  the 
bill  to  impose  an  excise  tax  on  automobiles. 

This  change  should  ease  some  of  the  administrative  burden  carried 
by  the  Department  of  Motor  Vehicles.  By  assuring  that  each  county  is 
responsible  for  providing  local  residents  with  a  place  to  pick  up 
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license  plates,  the  Department  of  Motor  Vehicles  will  be  free  to  do 
away  with  mail-in  registrations.   These  registrations  contain  a 
disproportionate  number  of  errors  and  thus  create  time  demands  on  the 
staff  of  the  Department  of  Motor  Vehicles.   Eliminating  "mail-ins" 
would  have  a  positive  effect  on  the  efficiency  of  the  Department  of 
Motor  Vehicles. 

IV.   Property  Tax  Relief  for  the  Elderly  Poor  and  Disabled  Persons 

General  Statutes  105-277-1  was  enacted  by  the  1971  General  Assembly 
granting  an  exemption  for  the  first  $5,000  in  appraised  value  for  real 
property  of  persons  over  sixty-five  whose  disposable  income  was  under 
$3,500.   The  1973  General  Assembly  rewrote  this  section  changing,  among 
other  things,  the  ceiling  on  disposable  income  to  $5,000.   According 
to  the  figures  compiled  from  a  questionnaire  circulated  by  the 
Department  of  Revenue,  the  1973  changes  resulted  in  approximately 
a  six-fold  increase  in  the  amount  of  property  claimed  and  qualified 

or  the  exemption.   The  Committee  has  found  the  purpose  and  intent 
of  this  exemption  to  be  sound  and  in  keeping  with  the  public  policies 
of  North  Carolina. 

The  proposed  legislation  set  forth  in  Appendix  D,  Bill  V,  is  not 
intended  to  alter  the  class  of  persons  benefited  under  the  statute  as 
it  is  presently  formulated.   The  purpose  of  the  recommended  changes  is 
to  provide  for  more  equitable  and  efficient  administration  of  this 
exemption  and  to  extend  the  same  benefits  to  totally  and  permanently 
disabled  persons. 

A  number  of  inequities  have  resulted  from  the  definition  of 
disposable  income  as  it  now  appears  in  the  statute:   "'Disposable 
income'  means  adjusted  gross  income  of  the  owner  or  of  the  owner  and 
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his  or  lier  spouse,  if  residing  with  the  owner,  as  defined  for  North 
Carolina  income  tax  purposes  in  G.S.  105-141.3,  increased  by  amounts 
excluded  from  gross  income  pursuant  to  G.S.  105-14-1(6)  (1),  (2),  (4), 
(S),  (10),  (12),  (13),  (14),  (15),  and  (16)." 

The  inequalities  resulting  from  this  definition  may  best  be  seen 
by  example.   Excluded  from  this  definition  are  retirement  benefits  of 
state  employees,  while  benefits  derived  from  a  private  retirement  plan 
are  included  in  disposable  income.   A  retired  state  employee  may  receive 
the  same  monthly  payment  as  a  private  retiree  and  still  qualify  for 
the  exemption  while  the  private  retiree  does  not.   Similarly,  military 
retirement  benefits  are  excluded  from  disposable  income,  but  military 
disability  payments  are  not.   These  examples  are  not  exhaustive.   The 
Committee  concluded  that  the  definition  of  disposable  income  had  to 
be  changed  to  provide  for  equitable  treatment  of  all  the  elderly  citizens 
of  North  Carolina. 

The  approach  recommended  is  to  include  in  the  term  "disposable 
income"  all  monies  received  by  the  applicant  regardless  of  the  source 
of  the  funds  in  addition  to  the  gross  adjusted  income  as  calculated 
for  state  income  tax  purposes.   At  the  same  time,  the  ceiling  on 
disposable  income  is  raised  to  $7,500  to  accommodate  the  funds  which 
were  heretofore  excluded  from  the  definition.   The  broader  definition 
will  enable  administration  of  the  exemption  in  a  manner  that  treats 
similarly  situated  applicants  in  the  same  way.   It  also  requires  much 
less  sophisticated  understanding  of  income  tax  provisions  than  does 
the  present  definition.   Most  of  the  employees  in  county  tax  offices 
are  untrained  in  this  complex  area  of  the  law  and  found  their  lack  of 
expertise  to  be  a  severe  handicap  in  their  administrative  work.   The 
higher  ceiling  figure  will  allow  the  same  persons  to  benefit  from  the 
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revised  law  as  are  currently  doing  so.   Although  the  number  of  appli- 
cants who  qualify  may  increase,  the  addition  results  from  the  inclusion 
of  persons  who  logically  and  equitably  should  have  been  in  the  class 
from  the  outset. 

The  Committee  recognized  that  because  there  was  no  maximum  on  the 
overall  value  of  a  person's  assets,  there  may  be  persons  receiving  the 
benefit  of  this  exemption  who  were  not  intended  to  benefit  thereby. 
The  purpose  of  this  exemption  is  to  provide  some  minimal  relief  to  the 
retired  taxpayer  with  a  low  income,  whose  assets  are  minimal.   However, 
the  current  law  grants  the  benefit  as  well  to  a  person  who  has  accumu- 
lated other  assets  and,  by  all  standards  other  than  disposable  income, 
is  quite  wealthy.   To  exclude  this  type  of  person  from  the  classifica- 
tion, the  net  worth  concept  was  introduced  into  the  proposed  modifica- 
tions of  the  statute.   Any  person  with  a  net  worth  over  $50,000, 
exclusive  of  the  residence,  cannot  qualify  for  the  exemption.   This 
requirement  is  consistent  with  the  purpose  of  the  statute:   to  provide 
aid  to  those  who  need  it,  while  excluding  those  who  do  not. 

Several  changes  have  been  recommended  to  deal  with  problems  in 
administration  noted  by  local  tax  officials.   The  definition  of  "owner" 
has  been  revised  for  purposes  of  clarity  with  respect  to  property 
owned  by  two  or  more  persons,  not  husband  and  wife.   Each  qualified 
person's  right  to  the  exemption  is  based  on  his  proportionate  share 
in  the  property. 

A  serious  problem  with  administration  of  the  exemption  arose, 
because  application  is  not  required  until  significantly  later  than 
the  deadline  for  listing  the  property.   Although  all  abstracts  make 
reference  to  the  availability  of  the  exemption,  it  is  often  unclear 
whether  or  not  application  is  being  made  for  the  exemption.   While 
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additional  time  is  still  allowed  in  which  to  provide  information 
which  is  unavailable  at  the  time  of  listing,  the  recommended  changes 
include  filing  timely  application  for  the  exemption.   This  can  be 
accomplished  by  simply  marking  the  appropriate  box  on  the  abstract. 
Provision  is  also  made  to  allow  the  exemption  to  those  who  failed  to 
make  timely  application  for  good  cause.   By  ascertaining  at  an  early 
time  which  taxpayers  intend  to  claim  the  exemption,  many  unnecessary 
administrative  steps  can  be  saved  at  a  later  time.   The  requirement  of 
notice  of  the  availability  of  the  exemption  on  the  abstract  has  been 
retained.   Thus  the  notice  is  given  that  one  meeting  the  listed 
qualifications  is  entitled  to  an  exemption  and,  at  the  same  time, 
a  place  is  provided  in  which  the  applicant  can.  indicate  his  intent 
to  apply  in  a  simple  fashion.   The  requirement  of  timely  application 
is  in  no  way  intended  to  trap  and  exclude  qualified  citizens.   Rather, 
an  attempt  is  made  to  bring  the  exemption  clearly  to  the  attention  of 
the  taxpayer  and  at  the  same  time  provide  information  sorely  needed  by 
the  tax  office  for  efficient  administration  of  the  exemption. 

The  identical  benefits  available  to  persons  over  sixty-five  would 
be  extended  as  well,  in  the  proposed  changes,  to  totally  and  permanently 
disabled  persons.   The  Committee  feels  that  the  situation  of  persons 
in  this  category  is  sufficiently  analogous  to  that  of  the  elderly 
person  to  make  the  rationale  for  this  recommendation  self-explanatory. 
Totally  and  permanently  disabled  persons  would  be  required  to  furnish, 
in  addition  to  the  information  required  of  applicants  over  sixty-five, 
a  certificate  from  a  licensed  medical  doctor  verifying  the  claimed 
physical  disability.   Ail  other  qualifications  are  the  same  for  all 
claimants.   The  definition  oi:   totally  and  permanently  disabled  has 
been  made  sufficiently  narrow  to  assure  that  the  class  of  persons 
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eligible  to  receive  the  exemption  will  actually  be  in  need  of  it. 

The  Committee's  recommendations  in  this  area  are  not  intended  to 
alter  the  basic  concept  of  the  exemption.   The  emphasis  is  on  removing 
inequities,  resolving  difficulties  that  have  arisen  in  administration  and 
compliance  and  extending  these  same  benefits  to  disabled  persons. 

V.   Personal  Property 

In  the  fall  of  1973,  a  questionnaire  concerning  household  personal 
property  taxation  was  circulated  among  all  the  county  tax  supervisors 
in  North  Carolina.   Responses  were  received  from  fifty-eight  super- 
visors.  Fifty  of  the  fifty-eight  were  in  favor  of  eliminating  the 
tax  entirely.   Only  six  favored  its  retention.   The  survey  also  gave 
a  good  indication  of  why  most  tax  supervisors  would  like  to  see  this 
property  exempted  from  taxation.   Of  the  fifty-two  supervisors  who 
answered  another  question,  twenty-eight  felt  that  the  system  they 
were  using  to  assess  the  value  of  household  personal  property  was 
inequitable.   Another  difficulty  often  complained  of  by  the  supervisors 
is  the  disproportionate  amount  of  time  required  to  administer  this 
portion  of  the  tax  in  relation  to  its  contribution  to  the  tax  base. 
In  most  counties,  this  class  of  property  constitutes  less  than  three 
percent  of  the  tax  base.   Yet  the  time  spent  on  administering  the  tax 
greatly  exceeds  that  percentage. 

The  Committee  feels  that  because  it  is  virtually  impossible  to 
administer  this  tax  fairly,  it  should  be  abolished.   At  present,  most 
counties  use  a  formula  to  determine  the  value  of  household  personal 
property,  based  either  on  a  percentage  of  the  value  of  the  dwelling  or 


the  amount  of  rent  paid.   The  inequities  inherent  ir  such  a  system 
are  readily  demonstrable.   A  person  who  moves  from  one  house  to 
another  of  greater  value,  will  have  a  corresponding  raise  in  the 
assessed  value  of  his  household  personal  property,  although  he  has 
purchased  no  new  furniture  and  his  property  has  suffered  one  year 
of  depreciation.   For  the  renter,  merely  increasing  the  rent  will 
raise  his  tax.   This  percentage  approach  is  often  extremely  unfair 
to  the  young  couple  who  move  into  a  new  home  with  enough  furniture 
for  only  a  few  rooms.   They  may  be  paying  taxes  based  on  an  evaluation 
that  will  not  be  accurate  for  many  years. 

The  simplicity  of  an  approach  which  ties  the  value  of  household 
personal  property  to  the  value  of  the  dwelling  or  the  rent  paid  is 
appealing  when  left  unanalyzed.   Few  tax  supervisors  would  care  to 
go  out  and  assess  the  personal  property  of  each  taxpayer.   The  qualified 
personnel  are  not  available  and  the  administrative  cost  of  doing  so 
would  probably  exceed  the  revenues  generated.   Yet  the  availability  of 
on  site  assessment  is  necessary  to  give  the  percentage  technique  its 
legal  viability.   As  there  is  no  rationale,  statistical  or  otherwise, 
for  assuming  that  the  percentages  used  truly  reflect  *  the  value  of  the 
household  personal  property,  recourse  must  be  available  to  actual 
appraisal.   Local  tax  administration  would  be  dealt  a  severe  blow  were 
large  numbers  of  people  to  ask  for  appraisal.   In  at  least  one  state 
which  requires  accepted  accounting  principles  to  be  utilized  for 
determining  tax  liability,  the  percentage  approach  has  been  held  to  be 
unconstitutional. 

It  is  possible,  taken  as  a  whole,  that  the  system  of  relating  the 
value  of  Household  personal  property  to  the  value  of  the  dwelling 
actually  reaches  some  approximation  of  the  value  of  this  type  of 
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property  across  the  state.   It  is  impossible  to  verify  the  accuracy 
short  of  actual  appraisal.   It  is  fairly  certain  that  it  is  not  accurate 
to  any  reasonable  degree  in  each  specific  incidence.   Many  taxpayers 
would  rather  pay  more  tax  than  suffer  the  inconvenience  of  requiring 
an  appraisal  and  being  absent  from  work  while  the  appraisal  is  made. 
For  many  others,  the  formula  produces  a  value  far  below  the  true  value 
of  their  property.   These  taxpayers  will  obviously  make  no  complaint. 
Another  serious  defect  in  the  formula  system  is  caused  by  the  state's 
^ight-year  revaluation  program,  the  most  regressive  feature  of  the 
property  tax.   Under  the  North  Carolina  statute,  real  property  is 
revalued  only  once  every  eight  years.   The  valuation  of  the  real 
estate  established  in  the  revaluation  year  will  also  be  the  basis  of 
^he  personal  property  value  for  eight  years.   Property  owners  whose 
property  values  are  rising  faster  than  the  county  average  will  benefit 
because  their  real  property  and,  concomitantly,  their  personal  property 

ill  be  relatively  underassessed.   Conversely,  property  owners  whose 
values  are  rising  at  a  rate  less  than  the  county  average,  or  not 
rising  at  all,  or  declining,  will  be  relatively  overassessed.   The 
latter  properties  are  usually  located  in  neighborhoods  of  low  income 
and  elderly  persons.   The  longer  the  period  between  revaluations,  the 
greater  the  disparity  in  assessments,  and  the  more  severe  the  inequities 
in  personal  property  taxation.   The  Committee  carefully  considered  this 
topic  in  light  of  the  purposes  they  were  charged  with  forwarding  and 
concluded  that  the  only  equitable  approach  is  to  classify  and  exempt 
household  personal  property  from  ad  valorem  property  tax. 

The  resulting  reduction  in  the  tax  base  would  be  small.   Most  county 
tax  supervisors  estimate  that  household  personal  property  generates  no 
more  than  J>%   of  their  tax  revenues.   The  Committee  feels  that  the 
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recommendations  contained  in  this  report,  including  the  abolition  of 
the  tax  on  household  pe:?sonal  property,  would  have  a  beneficial  effect 
on  the  tax  base.   But  even  standing  alone,  this  recommendation  would 
not  result  in  any  drastic  reduction  in  revenues.   The  calculations  in 
Appendix  E,  entitled  "Loss  of  Revenue  Analysis  and  Tax  Rate  Adjust- 
ment", indicate  how  snail  rate  adjustments  could  compensate  for 
revenues  lost  through  exemption  of  household  personal  property. 
Separate  calculations  are  shown  for  reductions  of  3%,  2%,  and  1%  in  the 
tax  base. 

This  type  of  analysis  does  not  reflect  the  cost  savings  in  terms 
of  administrative  time  and  effort  that  the  recommended  changes  would 
bring  about.   It  has  already  been  noted  that  this  type  of  property 
was  responsible  for  consuming  a  disproportionate  amount  of  administra- 
tive time.   This  time  would  be  saved,  and  the  threat  of  an  incapactat- 
ing  number  of  appeals  from  the  inaccurate  valuation  method  would  be 
eliminated.   Proposed  Bill  VI,  found  in  Appendix  E,  would  accomplish 
these  changes. 

VI .   Revaluation 

Of  the  five  areas  studied  by  the  Committee,  the  State's  Revalua- 
tion Program,  has  presented  the  most  complex  and  many  faceted  diffi- 
culties.  No  one  step  can  be  recommended  to  cure  all  the  ills  of  the 
present  system.   Current  law  requires  that  each  county  revalue  the 
real  property  within  it  at  least  once  every  eight  years.   Generally, 
a  private  appraisal  company  is  hired  to  do  the  work.   Because  of 
problems  iinique  to  the  individual  counties,  costs  and  time  demands 
vary  greatly.   In  every  instance,  the  revaluation  is  expensive  and 
time  consuming.   The  Committee  has  dealt  with  many  of  the  facets 
involved  in  revaluation  and  the  following  recommendatj ons ,  if 
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implemented,  would  correct  many  of  the  problems  presently  being 
encountered  by  the  counties  in  North  Carolina,  as  well  as  make 
provision  for  some  difficulties  expected  to  arise  in  the  future. 

a.   Mapping 

From  conversations  with  tax  officials,  both  in  North  Carolina 
and  elsewhere,  the  Committee  has  come  to  believe  that  good  tax  maps 
are  essential  to  an  efficient  and  equitable  property  tax.   The 
quality  of  tax  maps  varies  greatly  in  North  Carolina,  but  a  survey 
conducted  by  the  Department  of  Revenue  Ad  Valorem  Tax  Division 
indicates  that  the  overall  picture  is  dismal.   Thirty-five  counties 
are  virtually  without  tax  maps,  and  another  thirty-five  have  critically 
deficient  maps.   Of  the  other  thirty  counties,  twenty-two  have  maps 
only  of  cities  and  towns.   This  situation  may  well  be  a  result  of  the 
fact  that  North  Carolina  is  one  of  the  minority  of  states  which  do 
not  require  counties  to  prepare  tax  maps.   The  Committee  feels  that 
"apping  should  be  made  mandatory  in  all  counties. 

The  necessity  of  adequate  tax  maps  is  stressed  in  the  Resolution 
from  the  Land  Policy  Council  set  out  in  Appendix  F.   The  maps  are 
useful  not  only  in  the  administration  of  property  taxes,  but  in  the 
field  of  land  use  planning  as  well.   In  requiring  all  counties  to 
prepare  tax  maps,  the  Committee  feels  that  the  state  should  help  share 
some  of  the  financial  burden  created.   The  Committee  feels,  and  the 
experience  of  Mecklenburg  County  substantiates,  that  the  cost  of  this 
undertaking  can  be  kept  low,  while  not  affecting  the  accuracy  of  the 
maps,  by  using  local  drafting  students  for  the  technical  work.   This 
approach  can  provide  money  and  experience  for  the  student,  and  low 
cost  draftsmanship  for  the  counties. 
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b.   Sales-Ratio  Studies  and  State  Manual 

General  Statutes  105-289(h)  requires  "continuing  studies  of  the 
appraised  value  of  real  and  personal  property  to  its  true  value  in 
each  county"  to  be  publiched  at  least  every  two  years.   The  Committee 
feels  that  sales-ratio  studies  are  essential  to  proper  administration 
of  the  property  tax.   These  studies  enable  the  taxpayer  to  evaluate 
his  position  relative  to  others  and  to  discover  whether  or  not  he 
is  receiving  fair  treatment.   This  openness  is  crucial  to  developing 
and  maintaining  citizen  support  for  the  property  tax. 

To  conduct  a  sales-ratio  study,  it  is  necessary  to  acquire 
accurate  data  with  respect  to  the  selling  prices  of  property. 
Examination  of  tax  stamps  does  not  give  the  requisite  information. 
The  Committee  feels  that  a  disclosure  form  such  as  that  in  use  in 
Arizona  and  a  number  of  other  states  would  make  the  bi-annual 
sales-ratio  study  requirement  manageable.   The  disclosure  affidavit 
would  require  only  sufficient  information  to  identify  the  parcel, 
the  names  of  the  parties  to  the  transaction,  and  the  selling  price 
of  the  property.   If  the  selling  price  does  not  represent  the  true 
market  value  for  any  reason,  the  market  value  as  seen  by  the  seller 
must  be  disclosed.   This  information  would  make  accurate  sales-ratio 
studies  feasible. 

The  Committee  also  recommends  publishing  a  uniform  state 
assessment  manual.   The  Governor's  Efficiency  Study  Commission 
made  the  same  recommendation  and  the  reasons  are  stated  succinctly 
in  their  report  as  fellows: 
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Such  a  manual  would  increase  uniformity  between  taxing 
units  and  would  aid  in  training  appraisers  and  other  tax 
officials.   It  would  provide  cost,  market,  and  income 
factors  for  each  county,  as  well  as  point  out  statutory 
requirements.   This  should  result  in  better  compliance 
with  laws. 

The  Efficiency  Study  Commission  also  found  that  a  state  manual 

would  result  in  a  net  annual  savings  of  $134-,  300.   This  savings 

would  result  from  the  money  currently  spent  in  preparing  a  manual 

as  the  first  step  in  each  revaluation  done  in  the  state.   The 

Committee  received  information  similar  to  that  which  was  apparently 

presented  to  the  Efficiency  Study  Commission  and  makes  the  same 

recommendation. 

c.  Certification  of  Tax  Supervisors 

In  1971 1    a  certification  requirement  first  became  applicable  to 
Tax  Supervisors  in  North  Carolina.   This  law  contains  a  "grandfather 
clause"  which  has  allowed  many  supervisors  to  avoid  the  requirement. 
The  Committee  commends  the  fine  work  presently  being  done  by  the 
majority  of  the  Tax  Supervisors,  but  has  taken  note  of  the  many  and 
frequent  changes  in  state  tax  law.   Because  of  the  important  nature 
of  their  work  and  the  complexity  of  the  subject  matter,  the  Committee 
recommends  that  a  system  for  periodic  recertif ication  of  Tax 
Supervisors  be  devised  and  established  by  the  Department  of  Revenue. 
The  program  should  be  comprised  of  attendance  at  lectures  and  classes 
conducted  by  the  Department  of  Revenue  of  the  Institute  of  Government. 

d.  Certification  of  Appraisal  Companies 

Most  revaluation  work  in  North  Carolina  is  conducted  by  independent 
appraisal  companies.   In  recent  years,  a  number  of  difficulties  have 
arisen  in  dealing  with  these  firms.   Many  of  them  have  become 
financially  insecure  and  unable  to  finish  work  undertaken.   The  firms 

themselves  have  had  difficulties  finding  qualified  appraisers.   Contract 
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provisions  providing  damages  for  failure  of  the  appraisal  company  to 
meet  its  contractual  obligations  do  not  solve  the  problem.   No  matter 
how  much  money  the  county  receives  for  breach  of  contract,  the 
necessity  of  a  completed  revaluation  is  not  met.   To  compound  these 
difficulties,  some  companies  have  been  guilty  of  inaccurate,  slow, 
and  generally  unsatisfactory  work. 

Currently,  the  Ad  Valorem  Tax  Division  of  the  Department  of 
Revenue  has  no  authority  to  enter  into  the  negotiations  between  a 
county  and  an  appraisal  company  in  any  capacity.   Although  someone 
at  the  state  level  is  in  a  better  position  to  evaluate  the  competence 
of  an  appraisal  company  than  are  county  officials  who  deal  with  the 
problem  only  once  every  eight  years,  there  is  no  statutory  provision 
authorizing  state  input.   The  Committee  feels  that  this  situation 
can  best  be  handled  through  certification  of  appraisal  companies  by 
the  Department  of  Revenue,  and  requiring  counties  to  deal  only  with 
certified  firms. 

Proposed  Bill  VII,  in  Appendix  P,  would  implement  these  changes. 

e.   Computer  assisted  revaluation 

Although  the  Committee  gave  careful  consideration  to  ways  of 
improving  the  present  system  of  revaluation,  it  also  recognized  a 
number  of  factors  which  indicate  that  the  entire  system  may  have  to 
be  discarded  in  the  foreseeable  future.   Utilization  of  private  firms, 
even  when  they  can  be  found  and  can  get  an  adequate  job  completed,  is 
extremely  expensive.   With  necessary  checks  for  accuracy,  the  revaluation 
also  drags  on  for  many  months.   Some  states  have  been  forced  by  judicial 
decision  to  revalue  real  property  every  year,  which  would  be  impossible 
if  accomplished  through  private  firms  employing  on-site  appraisal 
techniques. 
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These  considerations,  and  others,  have  lead  a  number  of  governments 
to  look  towards  computers  to  assist  in  revaluation.   The  advantages  to 
be  derived  from  use  of  a  computer  are  numerous:   the  work  can  be 
accomplished  with  "in-house"  personnel,  it  can  be  done  at  a  greatly 
reduced  cost,  and  it  can  be  done  as  frequently  as  desired.   Mecklenburg- 
County  has  recently  begun  to  use  a  computer  in  its  revaluation  and 
officials  there  are  extremely  pleased  with  the  results  to  date.   They 
completed  a  revaluation  four  years  earlier  than  required  by  law,  for 
less  than  one-tenth  of  the  estimated  cost  of  hiring  an  appraisal 
company.   The  sub-committee  on  r evaluation  observed  the  approach  to 
revaluation  which  has  been  used  in  Arizona  for  three  years  on  a 
statewide  basis.   Georgia  is  currently  preparing  a  similar  system. 

Dr.  W.  E.  Robbins,  a  member  of  the  Computer  Science  Department  at 
North  Carolina  State  University,  has  been  doing  experimentation  on  a 
similar  approach  in  Wake  County.   Appendix  F  contains  a  summary  of  the 
sub-committee's  findings  in  Arizona  and  a  report  of  Dr.  Robbins'  work 
in  Wake  County  and  his  conclusions  as  to  the  utility  of  this  approach 
at  the  present  time  in  North  Carolina.   Utilization  of  a  computer  to 
do  the  computations  which  normally  occupy  so  much  of  an  appraiser's 
time,  frees  the  appraiser  to  spend  that  time  more  profitably  in  the 
field.   The  use  of  computers  in  the  revaluation  of  property  will  be 
necessary  in  the  near  future. 

The  Committee  feels  that  further  study  should  be  undertaken  con- 
cerning the  property  tax  —  particularly  in  the  area  of  the  real 
property  valuation.   One  presentation  made  to  the  Committee  urged 
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utilization  of  a  land  value  taxation  system  in  which  only  the  real 
property  is  assessed,  not  the  improvements,  thus  encouraging 
modernization  of  run-down  property.   Numberous  improvements  in  the 
valuation  program  are  now  available  and  advanced  techniques  are 
currently  being  developed  and  perfected.   It  would  be  folly  to  ignore 
the  serious  deficiencies  and  likely  deterioration  of  a  program  that 
is  not  in  keeping  with  the  social  and  economic  realities  of  the  time. 

The  Committee  strongly  urges  the  1975  General  Assembly  to  create 
a  continuing  study  commission  to  continue  the  studies  conducted  by 
this  Committee  and  previous  ones.   The  Committee  particularly  urges 
that  a  test  program  be  initiated  in  North  Carolina  to  continue  the 
pilot  project  reported  in  Appendix  F.   A  proposal  for  such  a  test 
project  was  prepared  at  the  Committee's  request  by  CBM,  Inc.,  one 
of  the  companies  which  specialize  in  computer  revaluation  of  real 
property.   This  proposal  is  attached  as  Appendix  G.   With  this  type 
of  in-depth  study  in  hand,  the  General  Assembly  can  determine  the 
proper  approach  for  North  Carolina  to  take  in  the  future.   Without 
the  proper  preparation  for  property  revaluation,  North  Carolina  may 
face  a  court  ordered  revamping  of  its  revaluation  techniques  as 
other  states  have  undergone. 

While  the  Committee  does  not  endorse  a  specific  agency  to  conduct 
the  test  project,  it  does  without  hesitation  recommend  that  the 
necessary  funds  be  appropriated  to  conduct  the  study.   The  use  of 
computer  techniques  to  revalue  property  can  save  North  Carolina's 
counties  millions  of  dollars  and  perform  a  more  accurate  value  for 
her  taxpayers. 
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LIST  OF  PERSONS  MAKING  PRESENTATIONS 


Mayor  David  E.  Bos ley 
Jacob  Alexander 

Kenneth  Gates 
Edward  Wade 

Martin  D.  Miller 

Bill  Hester 

Robert  Alexander 

Tax  Officials 

Dr.  W.  E.  Robbins 

Dr.  John  Cook 
Cam  Easton 

Wallace  Peeler 

Ernie  Ball 
John  Morris ey 

Armistead  Maupin 
Wade  Isaacs 


Grifton,  North  Carolina 

Commissioner,  Department  of 
Motor  Vehicles 

Department  of  Motor  Vehicles 

Department  of  Motor  Vehicles 

Jacobs  Company,  Inc. 
Chicago,  Illinois 

Associated  Surveys,  Inc. 
Greensboro,  N.  C. 

Tax  Supervisor 

Mecklenburg  County 

State  of  Arizona  and 

Maricopa  County,  Arizona 

N.  C.  State  University 

Division  of  Computer  Science 

CBM,  Inc.,  Cleveland,  Ohio 

Tax  Supervisor 
Forsyth  County 

Tax  Supervisor 

Rowan  County  and  Chairman 
Legislative  Committee 

League  of  Municipalities 

N.  C.  Association  of 
County  Commissioners 

N.  C.  Automobile  Dealers 

Executive  Director 

N.  C.  Automobile  Dealers 
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PROPOSED  BILL  I 

A  BILL  TO  BE  ENTITLED 

AN  ACT  TO  AUTHORIZE  COUNTIES  TO  REQUIRE  REGISTRATION  OF  MOBILE  HOWES. 
The  General  Assembly  of  North  Carolina  enacts: 

Section  1.   Article  6  of  Chapter  153A  of  the  General  Statutes 
of  North  Carolina  is  hereby  amended  by  adding  a  new  section  thereto  to 
be  numbered  and  to  read  as  follows: 

"G.S.  153A-138  -  Registration  of  Mobile  Homes  and  House  Trailers. 
A  county  may  by  ordinance  provide  for  the  annual  registration  of  mobile 
homes,  house  trailers  and  similar  vehicular  equipment  designed  for  use 
as  living  or  business  quarters  and  for  the  display  of  a  sticker  or 
other  device  thereon  as  evidence  of  such  registration.   No  fee  shall  be 
charged  for  such  registration." 

Sec.  2.   This  act  shall  be  effective  upon  ratification. 
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AN  ORDINANCE  PROVIDING  FOR  THE  ANNUAL  REGISTRATION 
OF  HOUSE  TRAILERS,  MOBILE  HOMES",  AND  SIMILAR 
VEHICULAR  STRUCTURES,  AND  THE  ISSUANCE  OF  EVIDENCE 
OF  REGISTRATION  TO  BE  EXHIBITED  UPON  SAID  VEHICLES 


WHEREAS,  house  trailers,  mobile  homes  and  similar  vehi- 
c  ilar  devices  and  structures,  as  defined  herein,  have  become 
increasingly  prominent  as  temporary  and  permanent  business  or 
residential  quarters,  and  are  classified  for  ad  valorem  tax 
purposes  as  personal  property,  are  subject  to  inspection  and 
approval  as  to  construction  and  component  parts  pursuant  to 
the  State  Building  Code,  and  are  subject  to  applicable  provi- 
sions of  local  zoning  ordinances  and  other  applicable  laws; 
and 

WHEREAS,  due  to  the  mobility  of  said  vehicles,  it  is 
difficult  to  ascertain  those  subject  to  listing  for  ad  valorem 
tax  purposes  and  subject  to  other  applicable  local  ordinances 
as  referred  to  herein;  and 

WHEREAS,  it  is  desirable  to  establish  a  means  of 
registering  said  vehicles  within  Forsyth  County  and  to  provide 
an  annual  record  of  said  mobile  homes  and  similar  devices 
located  within  the  County  for  ad  valorem  tax  purposes,  and 
to  provide  a  record  of  said  vehicles  for  other  lawful  govern- 
mental purposes;  and 

WHEREAS,  it  appears  the  establishment  of  a  procedure 
and  means  of  registering  said  vehicles  will  provide  for  effec- 
tive regulation  and  control  for  the  purposes  referred  to 
herein ; 
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NOW,  THEREFORE,  BE  IT  ORDAINED  by  the  Board  of  Com- 
missioners of  Forsyth  County: 

Section  1.   Definition 

As  used  in  this  Ordinance,  the  terms  "mobile  home," 
"trailer,"  or  "house  trailer"  (all  being  referred  to  herein 
as  "mobile  homes")  shall  mean  and  shall  be  so  construed  to 
mean  any  vehicle  or  structure  so  designed  and  constructed 
as  will  permit  occupancy  thereof  as  sleeping  quarters  or 
a  residence,  temporary  or  permanent,  for  one  or  more  per- 
sons; or  the  conduct  of  any  business  or  profession,  occupa- 
tion or  trade,  or  similar  use  thereof  as  a  selling  or  adver- 
tising device;  and  so  designed  that  it  is  or  may  be  mounted 
on  wheels  for  the  purpose  of  conveyance  on  the  public 
streets,  roads  or  highways,  propelled  or  drawn  by  its  own 
or  other  power;  and  shall  include  all  such  mobile  homes, 
regardless  of  the  fact  that  they  are  underpinned  or  placed 
on  a  permanent  foundation,  until  such  time  as  the  mobile 
home  assumes  the  character  of  real  property  and  is  so  listed 
for  ad  valorem  tax  purposes.   This  definition  shall  include, 
but  is  not  limited  to,  a  mobile  home  as  defined  in  the  Forsyth 
County  Zoning  Resolution,  the  Forsyth  County  Health  Regula- 
tions, and  in  Article  9A  of  Chapter  143  of  the  North  Carolina 
General  Statutes. 
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Sec  t  ion  2 .   Duty  of  Owner  or  Person  in  Possession 
Every  owner  or  person  in  possession  thereof,  if  other 
the  owner,  of  a  mobile  home  located  within  Forsyth  County, 
except  (1)  a  mobile  home  temporarily  located  within  Forsyth 
ounty  with  the  express  predetermined  intent  and  purpose  of 
conveyance  outside  of  the  County  within  thirty  (30)  days  after 
(2)  a  mobile  home  held  for  display  or  exhibition  pur- 
2S  by  a  mobile  home  dealer  licensed  by  the  State  of  North 
rolina  as  such  and  displaying  said  license;  and  (3)  a  mobile 
home  passing  through  Forsyth  County  on  a  public  street,  road 
ighway  for  conveyance  elsewhere,  shall  register  said 
Le  home  during  the  regular  ad  valorem  tax-listing  period 
each  year  with  the  Tax  Supervisor's  office  of  Forsyth 

provided  that  registration  as  herein  referred  to  shall 
lot  relieve  any  person  from  the  obligation  to  list  all  property 
ad  valorem  tax  purposes  in  the  manner  required  by  law,  and 
particularly  the  Machinery  Act  of  1971  (G.  S.  105-271, 
sq . )  and  provisions  contained  therein,  including  but  not 
limited  to  G.  S.  105-316. 

Section  3.   Registration 

Registration  shall  occur  when  the  mobile  home  is 
roperly  listed  with  the  Forsyth  County  Tax  Supervisor's  office 
for  ad  valorem  tax  purposes;  and  upon  such  listing,  the  Tax 
Supervisor's  office  shall  deliver  a  numbered  plate,  sticker  or 
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other  appropriate  device  to  the  person  registering  or  listing 
sue!1,  mobile  home,  which  device  shall  be  displayed  on  the  mobile 
home  on  or  near  the  main  door  or  exit  so  as  to  be  clearly 
visible  from  the  exterior;  provided,  however,  that  any  mobile 
home  otherwise  required  to  be  registered  pursuant  to  this 
Ordinance  shall  not  be  deemed  exempted  from  the  provisions 
of  the  Ordinance,  if  listing  for  ad  valorem  tax  purposes  is 
not  required. 

Section  4.   Registration  After  January  1 

Mobile  homes  moved  into  or  located  within  Forsyth 
County  after  January  1  of  each  year  shall  likewise  be  regis- 
tered within  thirty  (30)  days  after  said  mobile  homes  become 
located  within  Forsyth  County;  and  in  such  event,  registra- 
tion shall  be  made  by  application  to  the  Forsyth  County  Tax 
Supervisor's  office  or  to  the  office  of  the  Superintendent  of 
Inspections  of  Forsyth  County  (at  the  time  of  electrical 
inspection  or  other  required  approval) ,  if  the  mobile  home 
at  that  time  has  not  been  registered.   No  permit  provided  for 
pursuant,  to  the  Forsyth  County  Zoning  Resolution,  including 
but  not  limited  to  a  special-use  permit,  or  the  State  Build- 
ing Code  shall  be  issued  until  the  said  mobile  home  shall  be 
registered  as  herein  required. 

Section  5.   In  format  ion 

Registration  shall  consist  of  delivery  of  a  sticker 
or  Jecal  or  other  appropriate  device'  upon  receipt  of  tne 
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following  information  to  be  obtained  from  the  owner  or  other 
rson  registering  the  vehicle: 

(a)  Name  of  the  owner  and  person  to  be  in 
possession  if  other  than  the  owner; 

(b)  Year,  make,  and  model  of  the  mobile  home 
or  vehicle;  and 

(c)  Place,  meaning  tax  block  and  lot  where 
the  mobile  home  is  or  will  be  located. 

Section  6.   Registration  Period 

The  period  of  registration  for  mobile  homes  shall  be 
for  the  twelve  (12)  month  period  of  January  1  through  Decem- 
ber 31  of  each  year,  and  such  mobile  homes  shall  be  registered 
annually  thereafter,  in  the  manner  required  herein.   The  decal 
or  other  device  shall  show  the  year  for  which  issued  and  the 
date  of  expiration. 

Section  7.   Issuance  of  Evidence  of  Registration 

For  every  registered  mobile  home,  the  Forsyth  County 
Tax  Supervisor's  office  or  other  department  referred  to  herein 
shall  issue  the  person  registering  the  mobile  home  an  appro- 
priate numbered  plate,  sticker  or  decal.   Upon  satisfactory 
evidence  that  any'  such  registration  numbered  plate,  sticker 
or  decal  has  been  lost  or  destroyed,  the  registrar  shall  issue 
a  duplicate  to  the  owner  or  person  listing. 
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Section  S.   Display  of  Evidence  of  Registration 

Every  mobile  home  located  within  Forsyth  County, 

except  as  otherwise  herein  provided,  shall,  throughout  the 

current  issue  year,  lisplay  the  assigned  numbered  plate, 

sticker  or  cecal  as  icrcin  required  and  in  such  manner  as 

to  be  visible  from  the  exterior  at  all  times. 

Section  9.   Registration  by  Superintendent 
of  Inspections" 

In  order  to  facilitate  the  registration  of  mobile 
homes  under  the  provisions  of  this  Ordinance  and  to  pro- 
vide a  procedure  for  registering  mobile  homes  at  times 
other  than  when  property  is  listed  for  ad  valorem  tax 
purposes,  the  Superintendent  of  Inspections  is  hereby 
authorized  to  register  said  vehicles  as  herein  provided, 
and  shall  forthwith  make  a  report  of  such  registration  to 
the  Forsyth  County  Tax  Supervisor. 

Section  10.   Violation 

Any  owner  or  person  in  possession  of  a  mobile  home 
who  shall  violate  or  fail  to  comply  with  any  of  the  provi- 
sions of  the  Ordinance,  or  any  person  who  shall  counsel, 
aid,  or  abet  any  such  violation  or  failure  to  comply  shall 
be  guilty  of  a  misdemeanor  punishable  by  a  fine  of  not  to 
exceed  fifty  dollars  ($50.00),  or  by  imprisonment  for  not 
more  than  thirty  (30)  days. 
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Section  11.   Severability 

If  any  section,  provision,  or  part  of  this  Ordi- 
nance  shall  be  adjudged  invalid  by  a  court  of  competent 
jurisdiction,  such  invalidity  shall  not  affect  the  validity 
of  the  Ordinance  as  a  whole  or  of  any  other  section,  pro- 
vision, or  part  hereof. 

Section  12.   Effective  Date 

This  Ordinance  shall  become  effective  on  January  1, 
1972. 

Adopted  this  the  20th  day  of  December,  1971. 
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PEC-POSED  BILL  II 

A  BILL  TO  BE  ENTITLED 
AN  \CT  TO  FACILITATE  THE  COLLECTION  OF  AD  VALOREM  TAXES  IMPOSED  ON  MOBILE  HOMES. 
The  General  Assembly  of  North  Carolina  enacts: 

Section  1.  Article  l8  of  Chapter  105  of  the  General  Statutes  of  North 
Carolina  is  hereby  amended  by  adding  the  following  sections  thereto  to  be  numbered 
and  tc  read  as  follows: 

"G.  S.  10.5-316.1.  Moving  Permit  Required  to  Move  Mobile  Home.  —  (a)   In 
order  to  protect  the  local  taxing  units  of  this  State  against  the  nonpayment  of 
ad  valorem  taxes  on  mobile  homes,  it  is  hereby  declared  to  be  unlawful  for  any 
person  to  remove  or  cause  to  be  removed  any  mobile  home  situated  at  a  premises 
in  this  State  without  first  obtaining  a  moving  permit  from  the  tax  collector  of 
the  County  in  which  the  mobile  heme  is  situated.   The  permit  shall  be  conspicuously 
displayed  near  the  license  tag  on  the  rear  of  the  mobile  home  at  all  times  during 
its  transportation. 

(b)  In  order  to  obtain  the  permit  provided  herein,  persons  other  than 
manufacturers  and  retailers  of  mobile  homes  shall  be  required  to  pay  all  taxes 
due  to  be  paid  by  the  owner  to  the  County  or  to  any  other  taxing  unit  therein  or 
to  show  proof  to  the  tax  collector  that  no  taxes  are  due  to  be  paid. 

(c)  Manufacturers  and  retailers  of  mobile  homes  may  obtain  the  permits 
herein  required  for  their  use  in  the  transportation  of  mobile  homes  to  other 
dealers  for  resale  or  to  the  homesite  of  the  original  purchaser  without  meeting 
the  conditions  provided  for  other  owners.   Such  manufacturers  and  retailers  shall, 
however,  be  required  to  meet  the  requirements  for  displaying  the  permit  and  for 
accounting  to  the  tax  collector  for  the  permits  issued. 
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porters  of  mobile  homes  ocher  than  mobile  hone  dealers  and  ov.ners 
required  :       in  the  permits  herein  provided,   Such  transporters 
shall,  however,  be  responsible  for  seeing  that  a  permit  is  properly  displayed  at 
.  es  during  the  transportation  of  a  mobile  home. 

G.  S.  105-316.2.   Information  Required  for  Permit.  —  (a)   In  addition  to 
my  taxes  found  to  be  due,  owners  of  mobile  homes  other  than  manufacturers 
.ilers  thereof  shall  furnish  to  the  tax  collector  the  following  information 
to  obtain  the  moving  permit  herein  provided: 

(1)  The  owner's  name  and  address, 

(2)  The  address  or  location  of  the  premises  from  which  and  to  which  the 
mobile  home  is  to  be  moved,  and 

The  name  and  address  of  the  carrier  who  is  to  transport  the  mobile  home. 

(b)  Permits  required  by  this  section  may  be  obtained  at  the  office  of  the 
county  tax  collector  during  normal  business  hours. 

G.  S.  105-316. 3°     Payment  of  Taxes  a  Gondition  of  Issuing  Permit.  —  iN'o 
permit  required  by  this  section  shall  be  issued  by  the  tax  collector  unless  and 
until  all  taxes  due  to  be  paid  by  the  owner  to  the  county  or  to  any  other  taxing 
unit  therein,  including  any  penalties  or  interest  thereon,  have  been  paid.  Any 
taxes  which  have  not  yet  been  computed  but  which  will  become  due  during  the  current 
calendar  year  shall  be  determined  as  in  the  case  of  prepayments. 

G.  S.  105-316.4.  Issuance  of  Permit.  —  (a)  Upon  compliance  with  the  pro- 
visions of  sections  2  and  3  hereof,  the  tax  collector  shall  issue,  without  charge, 
a  permit  authorizing  the  removal  of  the  mobile  home. 
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[I  \       fhc  permit  shall  i   in  substantially  the  following  form: 

MOVING  PERMIT 
County  of  Permit  Number 


.State  of  North  Carolina        Date  of  Issuance 
Permission  is  hereby  granted  to:  


(Name  &  address  of  owner) 
1 


(Name  and  address  of  carrier) 
to  remove  the  following  described  mobile  home: 


(Make,  model,  size,  serial  number,  etc.  ) 

From: 

(Address) 
To:   

(Address) 

This  permit  is  issued  in  accordance  with  the  provisions  of 
G.  S.  105-316.1  through  105-316.6  of  the  General  Statutes  of 
North  Carolina. 

(Signed)  

Tax  Collector  (or  Deputy  Tax  Col.) 
County  of  

(c)   The  tax  collector  shall  maintain  a  record  of  all  permits  issued, 
whether  to  mobile  home  dealers  or  other  persons.  He  shall  also  require  mobile 
home  dealers  to  account  for  the  permits  issued  to  them  prior  to  issuing 
additional  permits. 

G.  S.  105-316.5.  Penalties  for  Violations.  —  (a)  Any  person  required  by 
this  Act  to  obtain  a  moving  permit  who  fails  to  do  so  or  who  fails  to  properly 
display  same  shall  be  guilty  of  a  misdemeanor  and,  upon  conviction,  shall  be 
subject  to  fine  not  exceeding  fifty  dollars  ($50.00)  or  imprisonment  not  to 
exceed  30  days,  or  both,  in  the  discretion  of  the  court.   This  penalty  shall 
be  in  addition  to  any  penalties  imposed  for  failure  to  list  property  for  taxation 
and  interest  for  failure  to  pay  taxes  provided  by  the  general  laws  of  this  State. 
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{o)     Any  manufacturer  or  retailer  of  mobile  horr.es  who  allows  any  permit 
issLiel  to  him  to  be  used  in  any  manner  to  defeat  the  purpose  of  this  Act  shall 
be  guilty  of  a  misdemeanor  and,  upon  conviction,  shall  be  subject  to  fine  not 
exceeding  fifty  dollars  ($50.00)  or  imprisonment  not  to  exceed  30  days,  or  both, 
in  the  discretion  of  the  court. 

(c)  Any  person  who  transports  a  mobile  home  from  a  location  in  this  State 
without  having  properly  displayed  thereon  the  moving  permit  required  by  this  Act 
shall  be  guilty  of  a  misdemeanor  and,  upon  conviction,  shall  be  subject  to  fine 
not  exceeding  fifty  dollars  ($50.00)  or  imprisonment  not  to  exceed  30  days,  or 
both,  in  the  discretion  of  the  court. 

(d)  Any  law  enforcement  officer  of  this  State  who  apprehends  any  person 
violating  the  provisions  of  this  act  shall  detain  such  person  until  satisfactory 
arrangements  have  been  made  to  meet  the  requirements  of  this  Act. 

G.  S.  105-316.6.  Taxable  Situs  Not  Presumed.  —  Nothing  in  this  Act  shall 
be  interpreted  so  as  to  subject  to  taxation  any  mobile  home  which  does  not  have 
a  taxable  situs  within  this  State  under  the  general  rules  of  law  appropriate  to 
such  a  determination." 

Sec.  2.   This  Act  shall  become  effective  January  1,  1976. 
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PROPOSED  BILL  III 


A  BILL  TO  BE  ENTITLED 
AN  ACT  TO  ASSIST  COUNTIES  IN  ENFORCING  REQUIREMENT  TO  LIST 

MOTOR  VEHICLES  FOR  TAXES. 
The  General  Assembly  of  North  Carolina  enacts: 

Section  1.   Part  3  of  Article  3  of  Chapter  20  of 
the  General  Statutes  is  hereby  amended  by  adding  a  new  section 
to  be  designated  G.  S.  20-54-.  1  and  to  read  as  follows: 

"G.  S.  20-54.1.   Authority  for  refusing  to  register  motor 
ehicle  until  listed  for  taxes. — The  Department  shall  refuse 
registration  of  any  vehicle  which  has  not  been  listed  pursuant 
to  G.  S.  105-304  for  taxation  upon  request  of  the  appropriate 
county  tax  official  who  certifies  that  the  motor  vehicle  index 
has  been  obtained  as  provided  in  G.  S.  105-314(b)  and  reviewed 
and  the  vehicle  subject  to  taxation  in  his  county  has  not  been 
listed  as  required.   The  Commissioner  is  hereby  authorized  to 
adopt  and  enforce  sach  rules  and  regulations  as  may  be  necessary 
to  carry  out  the  provisions  of  this  section." 

Sec.  2.   This  act  shall  become  effective  upon  ratification, 
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A  BILL  TO  BE  ENTITLED 
AN  ACT  TO  IMPOSE  AN  EXCISE  TAX  UPON  PASSENGER  MOTOR  VEHICLES  IN  LIEU  OF 

THE  AD  VALOREM  TAXES  LEVIED  BY  COUNTIES  AND  MUNICIPALITIES. 
The  General  Assembly  of  North  Carolina  enacts: 

Section  1.  G.  S.  105-275  is  hereby  amended  by  adding  a  new  sub- 
division (22)  at  the  end  thereof,  to  read  as  follows: 

"(22)  Passenger  motor  vehicles,  as  defined  in  G.  S.  20-101.3  and 
licensed  under  G.  S„  20-50  except  those  held  for  sale  in  the  regular  course 
of  business  by  licensed  motor  vehicle  dealers." 

Sec.  2.  Article  3  of  Chapter  20  of  the  General  Statutes  is  hereby 
amended  by  adding  at  the  end  of  Part  7  thereof  a  new  Part  7A  to  read  as 
follows : 

"Part  7A.  Passenger  Motor  Vehicles  Excise  Tax 
20-101=1.  Short  Title.  —  This  Part  shall  be  known  and  cited  as  the 
'Passenger  Motor  Vehicles  Excise  Tax  Act'. 

20-10vio2o  Purpose  and  Intent.  —  (a)  The  purposes  of  this  Act  are: 

(1)  to  impose  an  annual  State  excise  tax  upon  passenger  motor  vehicles j 
and 

(2)  to  provide  for  the  imposition  of  an  additional  local-option  annual 
excise  tax  by  incorporated  cities  and  towns;  and 

(3)  to  classify  such  passenger  motor  vehicles  and  exclude  them  from 
ad  valorem  taxes  imposed  by  counties  and  municipalities  under  the 
provisions  of  Subchapter  II  of  Chapter  105  of  the  General  Statutes 
of  North  Carolina,  provided  the  taxes  levied  under  this  Act  have 
been  paid. 
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(b)   The  taxes  levied  under  the  provisions  of  this  Part  are  imposed 
for  the  benefit  of  the  political  subdivisions  of  this  State  and  shall  be 
deemed  to  be  levied  in  their  behalf  in  the  same  manner  and  to  the  same 
extent  as  if  the  taxes  were  imposed  by  the  governing  bodies  of  said  political 
subdivisions. 

20-101. 3.   Passenger  motor  vehicles  defined.  —  For  the  purposes  of 
this  Part,  'passenger  motor  vehicle'  shall  mean  any  vehicle  subject  to 
annual  registration  as  a  condition  of  its  operation  on  the  public  streets 
and  highways  of  this  State  under  the  motor  vehicle  registration  laws  of  North 
Carolina  except  vehicles  required  to  be  registered  as 

buses, 

trucks, 

tractors, 

trailers, 

semi-trailers, 

wreckers, 

special  mobile  equipment, 

ambulances, 

hearses, 

historic  vehicles  as  defined  in  G.  S.  20-81.2,  and 

house  trailers  and  motor  homes  as  defined  in  G.  S.  20-1(14)  * 
20-10J.4.   Excise  Tax  Levied.  —  (a)  In  addition  to  all  other  taxes 
and  fees  imposed  on  passenger  motor  vehicles,  there  is  hereby  levied  and 
imposed  upon  the  owners  of  such  vehicles  an  annual  excise  tax  at  the  rates 
and  in  the  manner  hereinafter  set  forth. 

(b)   The  excise  taxes  herein  levied  shall  not  applv  to  passenger  motor 
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vehicles  which: 

(1)  are  owned  by  the  United  States  Government,  the  Stare  of  North 
Carolina  or  any  political  subdivision  of  the  State j  or 

(2)  would  quality  for  exemption  from  ad  valorem  taxes  under  the  pro- 
visions of  G.  S.  105-275(3)  -  (5),   105-273.1,  105-278. 3,  105-278.4, 
105-275.6  or  105-278.8. 

(3)  Disputes  regarding  qualification  for  exemption  hereunder  shall 
be  resolved  by  the  Department  of  Revenue. 

20-101.5.  Ba.-.ls  of  Taxes.  —  (a)   The  basis  for  the  taxes  imposed 
under  this  Part  shall  be  the  'factory  advertised  delivered  price,'  the  'port 
of  entry  price'  or  an  equivalent  price  for  each  passenger  motor  vehicle  as 
of  the  time  it  is  first  offered  for  sale  as  a  new  vehicle  according  to  the 
publications  of  National  Market  Reports,  Inc.  or  other  similar  nationally 
recognized  publication,  not  including  the  price  of  any  special  equipment 
thereon.  If  no  such  publication  is  available  for  a  given  vehicle,  the 
Department  of  Motor  Vehicles  shall  determine  the  basis  from  the  best  informa- 
tion available. 

(b)  Any  person  who  objects  to  the  basis  of  the  tax  as  determined  by 

the  Department  of  Motor  Vehicles  may  protest  same  to  the  Department  of  Revenue 
but  only  after  the  taxes  herein  levied  have  been  paid.  Such  appeal  must  be 
filed  in  writing  not  later  than  twenty  (20)  days  after  the  payment  of  the  tax. 

(c)  Every  vehicle  shall  be  taxed  as  a  new  vehicle  throughout  the  calendar 
year  in  which  vehicles  of  that  make  and  model  are  first  offered  for  sale, 
except  that  a  vehicle  of  a  make  and  model  first  offered  for  sale  after  August  1 
of  any  year  shall  continue  to  be  taxed  as  a  new  vehicle  until  the  end  of  the 
calendar  year  following  the  year  in  which  it  is  first  offered  for  sale. 
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Thereafter,  such  vehicle  shall  be  considered  to  have  aged  one  (l)  year  as 
of  January  1  of  each  succeeding  year. 

20-101.6.  Tax  Rates  —  The  taxes  herein  levied  shall  be  determined 
by  application  of  the  following  rates  to  the  basis  established  under  G.  S. 

20-100.5:  . 

Year  Rate 


First 

Second 

Third 

Fourth 

Fifth 

Sixth 

Seventh 

Eighth 

Ninth  and  thereafter 


One  per  cent  (l%)  of  basis  new 

85%  of  the  first  year's  tax 

70$  of  the  first  year's  tax 

55%  of  the  first  year's  tax 

45%  of  the  first  year's  tax 

35%  of  the  first  year's  tax 

25%  of  the  first  year's  tax 

15%  of  the  first  year's  tax 

5%  of  the  first  year's  tax  or 

$3.00,  whichever  is  greater. 

(All  figures  shall  be  rounded  to  the  nearest  dollar.) 

20-101.7.  When  Payable.  —  (a)  The  taxes  herein  levied  shall  be 

payable  at  the  time  each  owner  of  a  passenger  motor  vehicle  renews  his 

motor  vehicle  registration  license  under  the  laws  of  this  State.  The  taxes 

shall  be  paid  to  and  collected  by  the  Department  of  Motor  Vehicles  along 

with  applicable  registration  fees.   The  payment  of  the  taxes  shall  be  a 

condition  precedent  to  the  re-registration  of  a  vehicle. 

No  additional  taxes  shall  accrue  upon  an  owner  of  a  vehicle  who  trades 

vehicles  during  his  registration  year  and  transfers  Ms  license  plate  to 

the  newly-acquired  vehicle. 

0-6 


(b)  When  a  vehicle  is  registered  for  the  first  time  and  there  is  no 
transfer  of  license  plates,  the  taxes  levied  herein  shall  be  payable:  Provided, 
however,  that  in  such  cases,  the  owner  shall  be  allowed  30  days  from  the  date 
of  registration  to  pay  the  tax  and  the  license  plate  may  be  issued  immediately. 

If  the  taxes  are  not  timely  paid,  the  Department  of  Motor  Vehicles  shall 
cancel  the  registration  and  notify  the  owner  to  return  the  registration  plates 
to  the  Department.  The  vehicle  shall  not  thereafter  be  registered  or  re- 
registered in  the  name  of  the  owner  until  the  taxes  are  paid. 

If  within  15  days  of  the  notice  the  plates  have  not  been  returned  and 
the  tax  remains  unpaid,  the  Department  of  Motor  Vehicles  shall  give  notice 
of  this  fact  to  the  County  Tax  Collector  of  the  County  in  which  the  owner 
resides.   The  tax  collector  shall  proceed  immediately  to  collect  the  taxes 
due  or  seize  the  plates.  Within  30  days  of  receipt  of  the  notice,  the  tax 
collector  shall  file  a  report  with  the  Department  of  Motor  Vehicles  setting 
forth  the  results  of  his  efforts.  The  taxes  collected  or  the  registration 
plates  shall  accompany  the  report.  In  the  event,  the  tax  collector  was 
unable  to  collect  the  tax  or  secure  the  plates,  the  reasons  for  the  failure 
shall  be  fully  explained. 

(c)  No  reduction  in  taxes  shall  be  allowed  to  any  North  Carolina  resi- 
dent because  of  late  registration  of  a  vehicle  which  was  owned  by  him  on  or 
before  the  expiration  of  the  owner's  annual  registration  period. 

20-101.8.   Adoption  of  municipal  taxes.  —  In  addition  to  the  State  tax 
herein  levied,  any  incorporated  city  or  town  is  hereby  authorized  and  empowered 
to  impose  a  municipal  excise  tax  on  passenger  motor  vehicles  equal  to  the  State 
excise  tax  by  adoption  of  a  resolution  of  the  governing  body  of  such  city  or 
town.  For  the  purpose  of  this  Part,  the  taxable  situs  of  a  vehicle  shall  be 
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determined  in  accordance  with  the  provisions  of  G.  S.  105-304.   Taxes  levied 
by  incorporated  cities  and  towns  under  this  section  shall  be  governed  by  all 
of  the  rules  applicable  to  the  State  excise  tax,  including  the  collection 
thereof  by  the  Department  of  Motor  Vehicles.  Such  resolution  shall  be  adopted 
at.  least  ninety  (90)  days  preceding  the  date  on  which  such  resolution  will  be 
effective  and  once  adopted  shall  continue  in  effect  until  repealed.  In  order 
to  be  effective,  a  copy  of  such  resolution  shall  be  furnished  to  the  Department 
of  Motor  Vehicles  at  least  sixty  (60)  days  preceding  its  effective  date.  In 
no  event  shall  any  such  resolution  become  effective  prior  to  July  1,  1977. 
20-101.9.  Excise  taxes  to  be  entered  on  registration  forms.  —  The 
Department  of  Motor  Vehicles  shall  include  on  all  registration  forms  for  the 
period  beginning  on  July  1,  1977  and  thereafter,  as  provided  by  G.  S.  20-66.1 
as  amended,  suitable  spaces  for  the  amount  of  the  registration  fee,  the  amount 
of  taxes,  and  the  total  amount  of  payment  due  on  account  of  the  applicable 
registration  fees  and  taxes  upon  the  registration  of  the  vehicle.  The  forms 
shall  also  include  space  for  listing  the  county  and  city  or  town  in  which  the 
vehicle  has  a  taxable  situs,  end   the  address  of  the  place  where  the  owner 
resides.  The  Department  shall  list  on  all  registration  form,  for  vehicles 
prepared  by  it  the  amount  of  registration  fees  and  taxes  due. 

20-101.10.   Penalties.  -  The  following  penalties  shall  be  applicable: 
(a)   Any  person  who  falsely  or  fraudulently  registers  his  vehicle  in  another 
state  for  the  purpose  of  evading  the  tax  shall  be  guilty  of  a  misdemeanor  and 
shall  be  punishable  by  a  fine  not  to  exceed  five  hundred  dollars  ($500.00)  or 
by  imprisonment  not  to  exceed  six  (6)  months,  or  by  both  such  fine  and 
imprisonment. 
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(b)   Any  person  who  falsely  or  fraudulently  register's  his  vehicle  as 
having  its  taxable  situs  outside  an  incorporated  city  or  town  which  imposes 
the  municipal  excise  tax  shall  be  guilty  of  a  misdemeanor  and  shall  be 
punishable  by  a  fine  not  to  exceed  five  hundred  dollars  ($500.00)  or  by 
imprisonment  not  to  exceed  six  (6)  months,  or  by  both  such  fine  and  imprison- 
ment* 

20~10loll»  Distribution  of  Taxes  Collected,  —  (a)  The  taxes  collected 
by  the  Department  of  Motor  Vehicles  under  the  provisions  of  this  Part  shall  be 
distributed  to  the  counties,  cities  and  towns  of  the  State  as  provided  below. 
In  determining  the  amounts  to  be  distributed,  the  Division  shall  retain  the 
actual  cost  of  administering  and  collecting  said  taxes. 

(b)  The  State  taxes  collected  under  the  provisions  of  this  Part  shall 
be  distributed  to  each  county  of  the  State  by  the  Department  of  Motor  Vehicles 
in  accordance  with  the  ratio  of  the  number  of  passenger  motor  vehicles  register 
in  each  county  to  the  total  number  of  passenger  motor  vehicles  registered  in 
the  State  as  shown  by  the  latest  estimate  of  the  Department  of  Motor  Vehicles. 
The  amounts  so  distributed  to  each  county  shall  in  turn  be  divided  among  the 
county  and  the  special  taxing  districts  therein  in  proportion  to  the  total 
amount  of  ad  valorem  taxes  levied  by  each  during  the  fiscal  year  preceding 
such  distribution. 

(c)  The  municipal  taxes  collected  under  the  provisions  of  this  Part  shall 
be  distributed  to  each  municipality  imposing  the  tax  in  accordance  with  the  rat 
of  the  number  of  passenger  motor  vehicles  registered  in  each  such  municipality 
to  the  total  number  of  passenger  motor  vehicles  registered  in  all  municipalitie 
imposing  the  tax  as  shown  by  the  latest  estimate  of  the  Department  of  Motor 
Vehicles. 
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AN  ACT  TC  REWRITE  C.  S.  105-277.1  GRANTING  PROPERTY  TAX  RELIEF  TO  ELDERLY 
PERSONS  WITH  LIMITED  INCOMES  AND  TO  PROVIDE  SUCH  RELIEF  TO  PERMANENTLY 
DISABLED  PERSONS  WITH  LIMITED  INCOMES. 
The  General  Assembly  of  North  Carolina  enacts: 

Section  I.  G.  S.  10.5-277.1  as  the  same  appears  in  the  1973  Machinery 
Act  of  North  Carolina  is  hereby  rewritten  to  read  as  follov/3: 

"105.277. 1.   Property  classified  for  taxation  at  reduced  valuation.  — 
(a)  The  following  class  of  property  is  hereby  designated  a  special  class  under 
authority  of  Article  V,  Section  2(2)  of  the  North  Carolina  Constitution  and 
shall  not  be  assessed  for  taxation:  The  first  five  thousand  dollars  ($5,000) 
in  assessed  value  of  property  owned  by  a  North  Carolina  resident  and  occupied 
by  the  owner  as  his  or  her  permanent  residence,  provided  that  as  of  January  1 
of  the  year  for  which  the  benefit  of  this  classification  is  claimed,  the  follow- 
ing conditions  are  met: 

(1)  The  owner  is  (a)  65  years  of  age  or  older  or  (b)  totally  and 
permanently  disabled,  and 

(2)  The  owner's  disposable  income  for  the  calendar  year  immediately 
preceding  did  not  exceed  $7,500,  and 

(3)  The  owner's  net  worth,  excluding  the  value  of  his  residence,  does  not 
exceed  $50,000,  and 

(4)  The  owner  makes  timely  application  for  the  benefit  of  this  classification 
in  the  manner  and  at  the  time  hereinafter  provided. 

For  married  applicants  residing  with  their  spouses,  the  disposable  income  and 
net  worth  of  both  spouses  must  be  included,  whether  or  not  the  property  is  in  both 
names. 
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!;.-^,i±tio;ia.  —  When  used  in  this  section,  the  following  definitions  shall 

(.1)   Aii  "owner"  of  property  means  a  person  who  holds  legal  or  equitable  tii 
to  the  property,  cither  individually  or  as  a  tenant  by  the  entirety 
joint  tenant,  a  tenant  in  common,  a  life  estate  or  an  estate  for  the  I 
of  another.   Property  owned  and  occupied  by  husband  and  wife  as  tenant 
by  the  entirety  bhall  be  entitled  to  the  full  benefit  of  this  classifj 
tion  notwithstanding  that  only  one  of  them  meets  the  age  or  disabilitj 
requirements  herein  provided.   If  the  residence  is  a  mobile  home  and 
is  jointly  owned  by  husband  and  wife,  it  shall  be  treated  as  property 
held  by  the  entirety.  When  property  is  owned  by  two  or  more  persons 
other  than  husband  and  wife  and  one  or  more  of  such  owners  qualifies 
for  this  classification,  each  qualifying  owner  shall  be  entitled  to  th 
full  amount  of  the  exclusion  not  to  exceed  his  or  her  proportionate  sh 
of  the  valuation  of  the  property.  No  part  of  an  exclusion  available  t 
one  co-owner  may  be  claimed  by  any  other  co-owner  and  in  no  event  shal 
the  total  exclusion  allowed  to  a  qualifying  property  exceed  $5,000. 

(2)  "Disposable  income"  means  adjusted  gross  income  as  defined  for  North 
Carolina  income  tax  purposes  in  G.  S.  105-141.3  plus  all  other  monies 
received  from  every  source. 

(3)  "Net  worth"  means  the  total  monetary  value  of  all  assets,  real  or 
personal,  tangible  or  intangible,  less  the  total  of  all  liabilities. 

(4)  "Permanent  residence"  means  legal  residence.  It  includes  the  dwelling 

dwelling  s  i  t  :,  aot  to  exceed  one  acre,  and  related  improvements  bu 
does  not  include  furniture  or  furnishings  within  the  dwelling.  The  dw 
may  b   i   Lnglc  familj  re  Ldence,  a  unit  In  a  multi-family  residential 


complex  or  a  mobile  home.   Notwithstanding  the  occupancy  r;  [uii\  ;.  i 
of  this  classification,  an  otherwise  qualified  applicant    1!  not  lose 
the  benefit  of  the  exclusion  because  of  a  temporary  absence  from  his  or 
her  permanent  residence  for  reasons  of  health,  or  because  of  an  extended 
absence  while  confined  to  a  rest  home  or  nursing  home,  so  long  as  the 
residence  is  unoccupied  or  occupied  by  the  applicant's  spouse  or  other 
dependent. 
(5)   "Totally  and  permanently  disabled"  means  the  owner  is  unable  to  engage 
in  any  substantial  gainful  employment  by  reason  of  any  medically 
determinable  physical  or  mental  impairment  which  can  be  expected  to 
result  in  death  or  to  be  of  long-continued  and  indefinite  duration, 
(c)   Application.  —  To  receive  the  benefit  of  this  exclusion,  an  owner  of  qualifying 
property  must  make  application  therefor  during  the  regular  listing  period  each  year 
on  forms  approved  by  the  Department  of  Revenue.  Such  forms  shall  require  the  fol- 
lowing information: 

(1)  The  claimant's  date  of  birth. 

(2)  For  permanently  disabled  applicants,  a  certificate  from  a  licensed 
medical  doctor  verifying  that  the  claimant  is  totally  and  permanently 
disabled  within  the  meaning  of  this  section. 

(3)  The  claimant's  disposable  income  for  the  calendar  year  immediately 
preceding. 

(4)  The  claimant's  net  worth. 

When  property  is  owned  by  two  or  more  persons  other  than  husband  and  wife 
and  one  or  more  of  them  qualifies  for  this  exclusion,  each  such  owner  shall  file 
a  separate  application  for  his  or  her  proportionate  share  of  the  exclusion.   If 
an  applicant  is  unable  to  supply  information  as  to  his  disposable  incurs  or  lice 
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Lng        Lar  listing  period.,  he  shall  bo  permitted  to  furnish  the 
.  * :    prior  to  May  i „ 
Notwithstanding  the  above  filing  requirements,  the  board  of  commissioners 
pprove  ai   •  irv.ise  proper  application  received  at  any  time  prior  to 
sr  1  provided  the  applicant  can  show  proof  that  his  failure  to  file  a 
.   ly  application  was  due  to  circumstances  beyond  his  control." 

Sec.  2.   G.  S.  105-309(f)  is  hereby  rewritten  to  read  as  follows: 
"(f)   The  following  information  shall  appear  on  each  abstract: 

'Property  tax  relief  for  elderly  and  permanently  disabled  persons 
with  limited  income  and  net  worth 

If  you  are  65  years  of  age  or  older  or  totally  and  permanently 
disabled  and  your  disposable  income  for  the  preceding  year  did  not 
exceed  $7,500  and  your  net  worth  excluding  the  value  of  your  residence 
does  not  exceed  $50.,000,  you  are  eligible  for  an  exclusion  of  up  to 
$5^000  in  assessed  valuation  of  the  property  you  own  and  occupy  as 
your  principal  residence.  If  you  are  qualified  and  wish  to  apply 
for  this  exclusion,  place  an  "X"  in  the  box  at  right       '   " 
Sec.  3»  This  act  shall  become  effective  January  1,  1976. 
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Loss  of  Revenue  Analysis  &  Tax  Rate  Adjustment 


Assuming  3%   of  Total  Tax  Levy 


Tax  Levy  1972-1973 

Tax  Loss 

County 
Municipal 
Special  Districts 

4 

308,100,000  X 
162,700,000  X 

32,700,000   X 
503,500,000   X 

3% 
3% 
3% 
3% 

$  9,243,000 

4,881,000 

981,000 

$15,105,000 

Tax  Rate  Adjustment 

Percentage 

$  503,500,000 
-  15,105,000 

.0309278 

488,395,000     /  15,105,000 

Actual  Rate  X  1.0309278  =  Adjusted  Rate  to  Produce  Same  Tax 

Example  of  fcnpact 
Residential  Home  Owner  Business  Owner 


1974 

1975 

1974 

1975 

House  &  Lot 

25,000 

25,000 

Real 

25,000 

25,000 

Household  (10$) 

•  2,500 

-O- 

Personal 

4,000 

4,000 

Vehicles 

4,000 
31, 500 

4,000 
29,000 

Total  Value 

29,000 

29,000 

Less  Exemption 

300 
31,200 

-0- 

Total  Tax.  Val. 

29,000 

Tax  Rate 

1.00 

1.03092 

78 

Tax  Rate 

1.00 

1.0309278 

Tax 

312.00 

298.97 

290.00 

298.97 

(4.8%  reduction) 

(3%   increase 

E-2 


A s smnin.g;  2%   of  Total  Tax  Levy 


Tax  Levy  1972-1973 

County  308,100,000  X  2% 

Municipal  162,700,000  X  2% 

Special  Districts    32,700,000  X  2% 

503,500,000  X  2% 

Tax  Rate  Adjustment  Percentage 

$  503,500,000    ■  • 

-  10,070,000     .0204031 

493,430,000  /  10,070,000 


Tax  Loss 

$  6,162,000 
3,254,000 

654»QOO 
$10,070,000 


Actual  Rate  X  1.0204081 


Residential  Home  Owner 


Adjusted  Rate  to  produce  same  tax 
EXAMPLE  OF  IMPACT 

Business  Owner 


1974 

1225. 

House  &  Lot 

25,000 

25,000 

Household  (10$) 

2,500 

-0- 

Vehicles 

4^000 

4,000 

Total  Value 

31, 500 

29,000 

Less  Exemption 

300 
31,200 

-0- 

Taxable  Value 

29,000 

Rate 

1.00 

1.0204081 

Tax 

312.00 

295.92 

(5.15$  reduction) 

Real 
Personal 


Rate 


25,000 
4,000 


290.00 


1215. 
25,00c 

4,000 


29,000  29,000 


1.00  1.0204081 


295.94 

(2%  increase 


^...nrinr;  iff  of  Total_TaxLeVE 

v  t.p.w  1972-1973 

Lunty  308,100,000  X  1* 

Municipal  162,700,000  X  1* 

Special  Districts       J2*700^0£  J  g 

503,500,000  X  I/o 

Tax  Rate  Adjustment  Percentage 


Tax  Loss 

$   3,081,000 

1,627,000 

__J27I000 

$  5,035,000 


.0101 


$  503,500,000 

~      5,035,000  „ 

498,465,000/  5,035,000 

Actual  rate  X  1.0101  -  Adjusted  rate  to  produce  same  tax 

TRyample  of  Impact 


Residential  Home  Owner 


House  &  Lot 
Household  (10~) 
Vehicles 

iOi.cvx  »«-•.*««- 

Exeir.ption 

Rate 
Tax 


1974 
5,000 

2,  500 
_i000 


300 


31,200 

1.00 

312.00 


Business  Owner 


1975 

25,000 
-O- 

4,000 

29.000 

-o- 

29,000 
1.0101 
292.93 

(9.39^  Reduction) 


Real 
Personal 


Rate 


1974 

25,000 

4,000 


1.00 
290.00 


1975 

25,000 

4,000 


292.29 
(1%   incre, 
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BOS  ED  BILL  VI 

A  BILL  TO  BE  ENTITLED 
AN  ACT  TO  CLASSIFY  AND  EXCLUDE  FROM  PROPERTY  TAXES  CERTAIN 
INDIVIDUALLY  OWNED  PERSONAL  PROPERTY  NOT  USED  FOR  BUSINESS 
PURPOSES. 
The  General  Assembly  of  North  Carolina  enacts: 

Section  1.     G.S.  105-275  is  hereby  amended  by  adding  a 
new  subdivision  (21)  thereto  to  read  as  follows: 

"(21)    Household  furnishings,  personal  effects,  pets  and  other 
articles  of  tangible  personal  property  (except  those  articles 
ted  In  (a)  through  (d)  below)  owned  and  held  by  individual 
persons  for  their  personal  use  and  enjoyment  and  not  used  in 
connection  with  a  business,  trade  or  profession  or  otherwise  for 
the  production  of  income.   This  classification  shall  specifically 
not  include  the  following: 

(a)  Motor  vehicles  of  any  kind  of  description  required 
by  law  to  be  registered  by  the  Department  of  Motor 
Vehicles. 

camping  units  mounted  on  motor  vehicles). 

(c)  Aircraft. 

(d)  Boats  (including  motors)." 
:c.  2.       G.S.  105-278.9  is  hereby  repealed. 

Sec.  5.      This  acr  shall  become  effective  January  1, 
1976. 


vb)    Mobile  homes,  house  trailers  and  campers  (including 
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A  POLICY  OF  STATE  ASSISTANCE  FOR  LOCAL 
TAX  MAPPING 

WHEREAS,  The  Governor  has  issued  an  Executive  Order  creating  the  North 
Carolina  Land  Policy  Council  stating  that,  "There  is  a  need  for  coordination 
and  marshalling  of  the  resources  of  the  Executive  Branch  of  State  Government 
concerning  land  use  management  and  planning",  and 

WHEREAS,   the  General  Assembly  has  found  that  a  lack  of  systematic  collection, 
'/classification  and  utilization  of  information  regarding  the  land  resource  have 
led  to  inconsistencies  in  policy  and  inadequacies  in  planning  for  the  present 
and  future  uses  of  the  Land  resource,  and 

WHEREAS,   local  tax  maps  would  greatly  assist  the  collection  and  utilization 
cf  information  for  land  use  management  and  planning, 

THEREFORE,   it  is  hereby  recommended  that  the  Joint  Legislative  Committee 
SfcU'j/iiig  tne  Tax  Structure  ci  Lu^ax  Units*  oi  Guvciiucul  propose  a  systwui  ol 

state  aid  to  counties  for  the  purpose  of  encouraging  and  assisting  the  production 
and  maintenance  of  Tax  Maps  in  every   county  of  the  State,  and  that  the  Counties 
be  encouraged  to  coordinate  their  purchase  of  mapping  services  and  investigate 
the  availability  of  Agricultural  Soil  Conservation  Service  maps  so  as  to  obtain 
tax  maps  at  an  economical  cost. 

Note;   The  foregoing  resolution  was  adopted  by  the 
North  Carolina  Land  Policy  Council  in  its 
meeting  on  June  24,  1974 

For  the  Council 


.U.i.  / 
.77  '"•-'-" 

J 
Bruce  A.  Lentz 
"ate: Secretary  cf  Administration 
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SUMMARY  OF  PRESENTATIONS  BEFORE  SUBCOMMITTEE  ON 

REVALUATION,  PHOENIX,  ARIZONA 
December  9  and  10,  1974- 


The  first  meeting  of  the  Subcommittee  on  Revaluation 
(Rep.  James  E.  Long,  Chairmen,  Rep.  Robert  A.  Jones,  Rep.  J.  Guy 
Revelle  and  Sen.  Wesley  Webster  along  with  supporting  staff, 
Doug  Holbrook,  Paul  Stock,  Woody  Robbins,  and  Wallace  Peeler, 
Tax  Supervisor  of  Rowan  County)  held  in  Arizona,  was  in  the  office 
of  Mr.  Arlo  Woolery.   Mr.  Woolery's  responsibilities  include  the 
supervision  of  the  computer-assisted  mass  appraisal  system  which 
has  been  instituted  by  the  State  of  Arizona  for  appraisal 
of  single-family  residential  properties.   Mr.  Woolery  explained 
that  Arizona's  computerized  system  came  about  because  of  a  court 
ruling  which  declared  that  all  single-family  residential  propeities 
must  be  revalued  annually  for  ad  valorem  tax  purposes.   A  brief 
background  narrative  was  presented  of  the  events  which  led  to  the 
court's  hi story -making  decision.   Once  the  decision  had  been 
reached  the  local  tax  units  (i.e.,  counties)  had  approximately  six 
months  in  which  to  prepare  and  produce  updated  tax  rolls.   This 
would  have  been  an  impossible  task  without  the  use  of  high  speed 
computing  devices.   A  private  company,  CBM  Inc. ,  was  hired  to 
design  and  implement  a  statewide  computer-assisted  mass  apprai  sal 
system  to  revalue  single-family  residential  property.   CBM  used 
a  statistical  technique  called  Multiple  Regression  Analysis  to 
predict  the  market  value  of  single-family  residential  properties. 
This  method  determines  a  "best"  set  of  predictors  (e.g.,  sq.  ft.  -of 
living  space,  number  of  bathroom  fixtures,  exterior  wall  construction, 
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etc.)  along  with  their  coefficients  (i.e.,  multipliers)  in  order 
to  determine  an  "estimated  selling  price".   This  "estimated  selling 
price"  is  then  used  as  the  market  value  of  a  single-family  residential 
property  for  ad  valorem  tax  purposes.   Because  of  the  six-month 
time  period  demanded  by  the  court's  decision,  all  data  to  be  used 
by  the  computerized  system  was  converted  from  already-existing 
property  record  cards.   The  two  most  populous  counties,  Maricopa 
and  Pima,  were  to  use  their  own  computer  systems,  whereas  the  twelve 
remaining  less  populous  counties  were  to  connect  into  a  regional 
computer  system,  thus  sharing  both  facilities  and  costs.   In 
summary  then,  CBM,  Inc.  developed  for  the  State  of  Arizona  a 
computer-assisted  mass  appraisal  system  using  Multiple  Regression 
techniques  to  revalue  single-family  residential  property. 

The  second  meeting  of  the  trip  was  a  presentation  by  CBM,  Inc., 
at  the  Double  Tree  Motel  in  downtown  Phoenix.   The  presentation  went 
into  some  detail  concerning  the  computer  techniques  they  were 
utilizing  in  the  property  tax  field.   They  give  a  general  overview 
of  the  CBM  system  as  prepared  for  the  State  of  Arizona.   An 
important  point  to  note  here  is  that  the  specifics  given  represent 
an  individualized  system  for  Arizona.   A  system  for  another  area 
of  the  country  would  be  based  on  these  same  general  concepts  but 
would  be  adopted  to  that  specific  region.   That  is,  Multiple 
Regression  techniques  could  still  be  used  but  the  predictor 
equation  would  vary  from  region  to  region. 

The  third  meeting  of  the  trip  was  at  the  office  of  Mr.  Ken 
Kunes,  Tax  Supervisor  of  Maricopa  County,  State  of  Arizona.   The 
County  tax  office  has  220  employees  with  an  annual  budget  of 
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A  COMPUTER-ASSISTED  MASS  APPRAISAL  PILOT  PROJECT 
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Dr.  W.  E.  Robbins 

Department  of  Computer  Science 
North  Carolina  State  University 
Raleigh,  North  Carolina   27607 
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During  late  July,  1974,  a  computer  assisted  mass  appraisal  pilot 
project  for  Wake  County,  North  Carolina,  using  multiple  regression 
analysis  was  jointly  funded  by  Wake  County  and  Allied  Appraisal,  Inc. 
The  primary  goal  of  this  project  was  to  determine  if  multiple  regression 
techniques  to  predict  the  market  value  of  single  family  residences  could 
be  successfully  applied  in  Wake  County.   This  project  then  could  be 
viewed  as  an  indicator  of  probable  success  for  such  techniques  for  all 
of  North  Carolina;  certainly  for  those  counties  that  possess  similar 
characteristics  as  those  of  Wake  County. 

Multiple  Regression  Analysis  (MRA)  when  applied  to  appraisal  is  a 
statistical  technique  or  method  whereby  the  market  value  of  a  property 
or  parcel  can  be  estimated  from  other  known  characteristics  of  the  prop- 
erty.  For  example,  market  value  could  be  estimated  from  such  property 
characteristics  as;   lot  size,  number  of  square  feet  in  the  living 
area,  number  of  fireplaces,  quality  of  the  neighborhood,  etc.   Those 
initiated  in  currently  existing  manual  appraisal  practices  might  ask, 
"Isn't  this  a  method  which  has  been  used  for  years  by  appraisers  for 
estimating  market  value?"  The  answer  is  obviously  yes.   However,  the 
major  difference  between  MRA  and  standard  manual  appraisal  practices 
is  that  in  MRA  the  computer  is  used  to  find  the  "best"  set  of  predic- 
tors or  characteristics  of  market  value.   Here  "best"  is  used  in  the 
sense  of  minimizing  the  absolute  difference  or  error  between  predicted 
market  value  and  actual  sales  price.   The  fact  that  a  computer  can  find 
the  "best"  set  of  characteristics  is  purely  a  function  of  using  its  in- 
ordinately high  speed  in  examining  all  possible  ways  of  combining 
characteristics  to  produce  the  best  predictor  equation.  This,  too, 
could  be  accomplished  by  the  human  appraiser,  but  the  time  required 
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would  be  neither  realistic  nor  feasible  in  order  to  carry  out  the 
appraisal  task.   Thus, the  computer  is  able,  in  a  very  short  time,  to 
find  a  predictor  equation  for  estimating  market  value  of  single- 
family  dwellings.   This  predictor  equation  or  model,  as  it  is  often 
called,  can  then  be  used  to  predict  or  determine  the  market  value  of 
all  such  dwellings  in  a  jurisdiction  (e.g.,  county,  city)  by  inputing 
the  characteristics  which  the  computer  has  determined  to  be  "best". 
The  goal  of  trying  to  accurately  predict  market  value  is,  of  course, 
to  then  use  that  prediction  in  the  appraisal  value  of  a  property. 

Figure  1  shows  a  simplified  regression  equation  which  depends  only 
on  the  number  of  square  feet  in  the  living  area.   The  computer  determines 
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Dependent 
Variable 
(market  value) 


line  representing 
regression  equation 
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Independent  Variable 

(No.  of  sq.  ft.  in  living  area) 


Market  Value  =  a  +  b  times  (no.  of  sq.  ft.  in  living  area) 
Y  =  a  +  bX 

Figure  1 
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not  only  the  coefficients  or  multipliers  a  and  b,  but  also  the  fact  that 
the  characteristic  "number  of  square  feet  in  the  living  area"  is  a  "best" 
predictor  of  market  value.   This  model,  of  course,  is  over-simplified, 
but  it  does  give  the  general  idea  of  how  multiple  regression  works.   In 
actual  practice,  it  has  been  shown  that  from  nine  to  seventeen  charac- 
teristics are  sufficient  for  accurate  prediction  of  market  value.   The 
actual  characteristics  found  to  be  "best"  by  the  computer  will  vary  from 
one  goegraphical  area  to  another  and  will  depend  on  those  features  of  a 
property  which  contribute  most  to  actual  market  value  for  that  particu- 
lar geographical  area.   This,  therefore,  is  the  reason  that  pilot  studies 
such  as  this  one  are  necessary.   That  is, they  determine  the  "best"  set 
of  predictor  characteristics  for  a  given  geographical  area. 

In  order  to  understand  and  appreciate  the  use  of  computers  and  MRA, 
as  applied  to  appraisal,  a  brief  discussion  of  some  of  its  benefits  is 
in  order.   Some  of  the  benefits  to  the  state  of  North  Carolina  could  be: 

(1)  Better  property  tax  equalization  -  each  property  owner  pays 
only  his  fair  share, 

(2)  Reduced  costs  in  computing  and  administering  the  property  tax  - 
the  overall  costs  involved  in  "arriving  at"  the  tax  on  a  given 
parcel/year  should  decrease  after  initial  start-up  expenses, 

(3)  Increased  appraiser  efficiency  and  production  -  the  appraise- 
is  freed  from  many  clerical  tasks  and  can  spend  more  of  his 
time  appraising, 

(4)  Revaluation  at  shorter  intervals  -  increases  and  decreases  in 
property  values  can  be  kept  up-to-date, 
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(5)  Anticipate  potential  court  action  to  force  tax  equalization  - 
current  trends  seem  to  indi  cate  that  annual  revaluations 
based  on  fair  market  value  are  inevitable, 

(6)  Greater  taxpayer  satisfaction  -  the  taxpayer  could  "see"  that 
his  property  is  assessed  the  same  as  similar  proper t±i  p t 

(7)  Less  data  collection  is  necessary  -  only  those  characteristics 
which  are  "best"  for  predicting  market  value  are  needed, 

(8)  Data  sharing  -  many  different  agencies  can  share  a  common  data 
base. 

While  the  above  items  are  not  meant  to  be  all-r'.nclusive,  they  do 
indicate  some  of  the  benefits  that  computers  and  MRA  could  provide  for 
tax  administrators  and  taxpayers  alike. 

In  the  opening  paragraph  of  this  report  a  primary  goal  of  determin- 
ing the  feasibility  of  using  MRA  in  the  Wake  County  geographical  area 
was  stated.   Two  additional  objectives  or  goals  of  this  pilot  project 
may  also  be  stated:   (1)  to  inform  tax  officials  throughout  the  State 
of  North  Carolina  of  the  most  recent  developments  concerning  the  use  of 
MRA  for  tax  appraisal  purposes.   This  objective  has  been  partially 
realized  by  means  of  a  report  given  at  the  Annual  Conference  of  the 
North  Carolina  Association  of  Assessing  Officers  during  November  13-15, 
1974,  at  the  Institute  of  Government,  University  of  North  Carolina  at 
Chapel  Hill.   It  is  further  suggested  that  this  goal  be  achieved  through 
distribution  of  this  report  to  each  of  the  100  Assessing  Officers  of 
the  State  of  North  Carolina;   (2)  to  make  appropriate  and  realistic 
recommendations  to  the  joint  legislative  tax  study  committee  concern- 
ing the  use  of  MRA.   This  objective  will  be  accomplished  by  means  of  a 
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verbal  report  before  the  committee  itself  and  an  attachment  to  this 
report  giving  such  suggested  recommendations  and  alternatives. 

Once  objectives  for  the  pilot  study  were  clearly  defined,  a  plan 
of  organization  for  the  study  was  needed.   Figure  2  shows  the  general  organ- 
ization of  the  MRA  pilot  study  which  was  adopted  and  is  essentially  that 
discussed  in  "Computerized  Assessment  Administration"  by  Jerome  Dasso. 
It  can  be  seen  that  the  general  organization  has  three  distinct  facets: 
personnel,  technology,  and  data. 

General  Organization  of  a  MRA  Pilot  Study 


Determine  Personnel 

Project  leader,  appraisers, 

computer  and  statistical 

consultants,  keypunch  operators 


Technological 
considerations 


Study  materials 

on  MRA  applications 

to  assessment 


Data 
considerations 


Determine  potential 
variables  for  use 
in  MRA  runs 


(Figure  continued) 
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Determine 
availability 
of  computers 


ZL 


Determine 
availability 
of  programs 


Make  decisions 

on  computer 
and  programs 


Make  arrangements 
for  computer 
and  programs 


Prepare  and  run 
simple  problems 
to  gain  familiar- 
ity with  computer 
and  programs 


Study  data  available  from 
property  cards  and  estab- 
lish additional  data 
needed  to  be  collected 


Develop  coding  sheet 


Determine  standards 

for  collecting  data 

by  appraisers 


Collect  and  verify 
data 


Punch  and  verify 
data 


Make  several  MRA  runs  to 
achieve  best  MRA  equation 


Use  selected  MRA  equation 
to  predict  market  value 


Validate  results  from  MRA 


If  results  not  satisfactory  determine  reasons. 
Consider  reverifying  data,  collecting  additional 
data  on  present  sales  in  sample,  or  collecting  and 
verifying  data  from  new  sales  to  be  put  in  sample. 


Figure  2 
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The  following  personnel  have  been  involved  in  this  pilot  project: 
a  computer  scientist,  a  statistician,  three  appraisers,  and  a  keypunch 
operator.   An  IBM  System  370/165  computer  located  at  Triangle  Universi- 
ties Computation  Center  was  used  along  with  the  Statistical  Analysis 
System  (SAS)  which  is  a  very  powerful  statistical  package  developed  at 
North  Carolina  State  University.   A  complete  discussion  of  data  consid- 
erations will  follow  later. 

Perhaps  it  would  be  worthwhile  at  this  time  to  single  out  several 
points  that  may  need  clarification  concerning  this  pilot  project.   First, 
only  single-family  dwellings  were  considered.   This  classification 
typically  describes  about  75%  of  the  parcels  in  a  given  jurisdiction, 
and  is  the  one  to  which  MRA  methods  have  been  most  successfully  applied. 
Second,   atypical  and  problem  properties  were  excluded  from  the  study. 
Properties  in  this  category  include  those  involved  in  panic  sales,  those 
which  were  sales  from  one  family  member  to  another,  those  involved  in 
neighborhood  rezoning,  or  those  involved  in  any  other  factor  which  may 
have  significantly  distorted  selling  price.   Third,  good,  clean,  and 
reliable  data  was  an  absolute  must  in  order  to  achieve  usable  results. 
Hence,  a  great  deal  of  time  and  effort  was  spent  in  the  data  collection 
and  validation  phases  of  the  project.   The  old  adage  "garbage  in,  gar- 
bage out"  still  holds  when  dealing  with  computers  and  statistical 
methods.   Finally,  computers  and  the  use  of  MRA  techniques  in  appraisal 
does  not,  and  was  never  intended  to,  replace  the  dedicated  human  appraiser. 
New  technologies  and  methods  will  only  serve  to  complement  him  and  make 
his  position  more  professiona;  thus  making  his  job  more  rewarding. 
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8 
Having  previously  described  the  general  organization  for  the  pilot 

project  being  reported  on  herein,  a  description  of  the  specific  plan  for 
implementation  will  now  be  considered.   A  data  collection  on  a  random 
selection  of  300  recently  sold  properties  was  to  be  carried  out.  Using 
approximately  200  of  these  sales,  one  or  more  predictor  equations  or 
models  were  to  be  determined.   The  established  model  would  then  be 
applied  to  the  remaining  100  recently  sold  properties  in  order  to  pre- 
dict market  value.   The  predicted  market  values  from  the  model  would 
then  be  compared  to  the  actual  selling  prices  for  the  purpose  of  vali- 
dating the  model.   The  results  achieved  would  then  be  tabulated  and 
studied. 

The  implementation  of  the  pilot  study  began  with  a  random  selection 
of  approximately  375  properteries  which  had  recently  been  sold  in  Wake 
County  (i.e.,  sold  no  more  than  12  months  ago).   The  property  Record 
Cards  (see  Figure  3)  for  these  sales  were  pulled  from  the  County  files 
and  photocopies  of  each  were  made.   The  idea  here  was  to  use  the  in- 
formation on  the  Property  Record  Card  to  design  a  Data  Collection  and 
Coding  Sheet  (see  Figure  4),  pnd  then  take  it  along  with  the  Property 
Record  Card  to  make  an  on-site  inspection  of  each  property  pulled  from 
the  file.   The  goal  being  to  collect  and  record  new  information  not 
already  on  the  existing  Property  Record  Card  and  also  to  verify  the  in- 
formation already  on  the  card.   Remember,  accurate  and  verified  data  is 
necessary  in  order  to  build  a  usable  model  for  prediction  of  market 
values. 

In  order  to  inform  the  randomly  chosen  property  owners  of  the 
nature  of  the  pilot  project  a  letter  was  written  and  mailed  (see  Attach- 
ment 1)  to  each  property  owner.   Once  the  on-site  field  inspections  began 
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(Card  1) 

[][][][][][][] 

Parcel  Number 

[][][]  Grade 

[ ] [ ]  Depreciation 

[][]  Year  Built 

[ ]  Exterior  Wall 

1.  Wood  Siding 

2.  Brick 

3.  Brick  Veneer 

4.  Combination 

5.  Aluminum 

[]  Roof 

1.  Asbestos 
Shingles 

2.  Composition 
Shingles 

3.  Slate/Tile 

4.  Wood  Shin. /Shakes 

5.  Metal 

[]  Quality  of  Structure 

1.  Very  Poor 

2.  Poor 

3.  Fair 

4.  Average 

5.  Good 

6.  Very  Good 

7.  Excellent 


[] 
[] 
[] 
[] 

[] 
[] 

[] 
[] 


Floor 


Type 


Concrete 
Hardware 
Asphalt  Tile 
Carpet 

Interior  Walls 

Drywall 

Plaster 

Wood  Paneling 

Unfinished 


[]  Storm  Doors  (Yes/No) 
[]  Storm  Windows  (Yes/No) 

[]  Heat 

0 .  None 

1.  Gas 

2.  Oil 

3.  Coal 

4.  Electricity 


Air  Conditioning  (Yes/No) 
Hot  Air/Forced  Heat  (Yes/No) 
Hot  Water/Steam  Heat  (Yes/No) 
BB-Elec/Ceiling  Heat  (Yes/No) 
Heat  Pump  (Yes /No) 

[][][]  1st  Floor  Area 
[][][]  2nd  Floor  Area 
[][][]  Fin.  Bsmt.  Area 
[][][]  Unfin.  Bsmt.  Area 

[ ]  Number  of  Rooms 

f]  Number  of  Bedrooms 

Attic  (Yes/No) 

Garage 
0.  None 

2.  Attached 

3.  Detached 


[][][] 
[][][] 


Garage  Area 
Carport  Area 


[]  Style  of  Structure 

1.  1  Story 

2.  1  1/2  Story 

3.  2  Story 

]  Oven/Range  (Yes /No) 

]  Exhaust  Fan  (Yes /No) 

]  Hood /Fan  (Yes /No) 

]  Dishwasher  (Yes /No) 

]  Garbage  Disposal  (Yes/No) 

]  Fireplace  (Openings) 

][]  //  of  Bathmi.  Fix. 

[]  Quality  of  Neighborhood 

1.  Very  Poor 

2.  Poor 

3.  Fair 

4 .  Average 

5.  Good 

6.  Very  Good 

7 .  Excellent 

[]  Underground  Utilities  (Yes/No) 

[]  Sidewalks  (Yes/No) 

[]  Curbs  (Yes/No) 

[]  Dead  End  (Yes /No) 

[]  Cul-de-sac  (Yes/No) 

[]  Main  Street  (Yes/No) 


(Card  2) 

[][][][][][][] 

Parcel  Number 

[][][][][] 

Amt.  of  Sale 

[][][][][] 
Amt.  Loan  Assump- 
tion 

[]  No.  of  Decks 

[][][][]  Deck 
Area 

[][][][][]  Assessed 
Value  of  Bldg. 

[][][][][]  Land 
Value 

[ ]  Paved  Drive- 
way (Yes /No) 

[]  Fence  (Yes/No) 

[]  Storage  Shed 
(Yes /No) 

[]  Utility  Room 
Ues/No) 

[][][][]  Interest 
Rate  of  Loan 

[][][][]  Patio 
Area 

[][][][]  Porch 
Area 

[][][]  Adjusted 
Front  Foot 

[][][][][]  Sq.Ft. 
Land 

[][][][]  Date  Sold 
(Mo./yr.) 


Figure  4 
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two  general  problems  occurred.   They  were:  (1)  many  of  the  sales  had  to 
be  discarded  as  being  inappropriate  for  building  the  MBA  model.   The  rea- 
sons for  being  inappropriate  included:  property  exchange  among  members 
of  the  same  family,  dwellings  which  were  duplexes  rather  than  single 
family  residences,  panic  sales,  and  inability  to  validate  the  actual 
sales  price  because  of  a  loan  assumption;  and  (2)  many  of  the  residences 
were  inaccessible  because  the  property  owners  were  not  at  home.   In  order 
to  help  solve  this  second  problem,  a  second  letter  was  drafted  and  mailed 
(see  Attachment  2)  in  order  to  collect  essential  information  without 
having  to  talk  directly  to  the  property  owner. 

A  final  tabulation  of  completed  Data  Collection  and  Coding  Sheets 
showed  200  of  the  original  375  to  be  usable  for  model  building.   These 
completed  Data  Collection  and  Coding  Sheets  were  then  sent  to  the  key- 
punch operator  and  the  data  was  punched  onto  cards  and  verified.   The 
building  of  the  MRA  predictor  equation(s)  could  not  begin. 

The  following  pages  show  the  best  results  achieved  when  incorpora- 
ting all  200  sales  into  one  model.   As  can  be  seen  (see  Table  1  under 
Source  column)  the  variables  entering  the  model  (and  therefore  deemed 
important  for  predicting  market  value)  were: 

Quality  of  Structure 

Quality  of  Neighborhood 

Grade  of  Structure 

Percent  of  Depreciation  of  Dwelling 

Age  of  Dwelling 

Air  Conditioning 

Square  Feet  in  Dwelling 

Square  Feet  in  Attached  Garage 
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STATE    OF    NORTH    CAROLINA 
DEPARTMENT  OF  REVENUE 

P.  O  BOX  25000 

Telephone 
RALEIGH.  N.  C.   27640  82Q-7711 


October  14,  1974 


Name 


Address 


Dear  Sir: 


As  a  follow-up  to  our  earlier  letter  concerning  the  inclusion  of  your  property  in  our 
pilot  study,  we  solicit  the  following  information  which  was  not  available  from  your 
property  record  card  in  the  Wake  County  tax  office.  Please  return  this  questionnaire 
as  soon  as  possible  in  the  enclosed  envelope. 

Sale  Information 

1.  Month  and  year  you  purchased  this  residence  

2.  Total  sale  price  ^^ 

3.  Did  you  assume  the  previous  owner's  loan?  

4.  If  so,  what  was  the  remaining  balance  of  the  loan?  

5.  What  is  the  interest  rate  of  your  loan? 


We  would  also  appreciate  your  verification  of  several  items  concerning  your  property. 

1.  Year  residence  was  built  

2.  Number  of  bathrooms 

3.  Type  of  heat  

4.  Does  the  residence  have  central  air  conditioning?  

5.  If  yes,  was  it  installed  prior  to  the  purchase?  


6.  Please  circle  the  built-in  equipment  in  your  residence  at  the  time  of  purchase. 

A.  Oven  and  range 

B.  Dishwasher 

C.  Garbage  disposal 

D.  Central  vacuum  system 

E.  Other  appliances  

Would  you  please  indicate  the  time  that  would  be  most  convenient  for  you  in  the  event 

we  need  to  visit  the  property  for  additional  information:  

Your  home  or  business  telephone  number  

Thank  you  in  advance  for  helping  to  make  the  study  a  success. 

Yours  very  truly, 


i-.m_.io  sure 


k,  Director 
Attachment  2        F-20 


D.  R.  Hoi brook 

Ad  Valorem  Tax  Division 
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16 
Square  Feet  in  Carport 

Number  of  Fireplaces 

Number  of  Bathroom  Fixtures 

Underground  Utilities 

Square  Feet  in  Porches 

Storage  Area 

Oven 

Dishwasher 
The  actual  regression  equation  can  be  determined  by  using  the  value 
shown  in  the  B  VALUES  column  (see  Table  2)  as  the  coefficient  for  the 
adjacent  variable  and  then  summing  over  all  variables  listed. 

As  can  also  be  seen  (see  Table  1,  upper  righthand  corner)  the  model 
achieved  a  R-square  of  .994  and  a  coefficient  of  variation  of  8.397  per 
cent.   This  particular  coefficient  of  variation  means  that  approximately 
133  of  the  200  samples  should  have  a  predicted  value  within  8.397%  of 
the  actual  sales  price.   That  this  was  actually  achieved  in  139  of  the 
200  samples  can  be  verified  by  inspecting  the  actual  predictions  (see 
Table  3)  made  by  the  model.   The  headings  in  Table  3  are: 

ASSDVAL  -  current  assessed  value 

SALE  -  recent  sales  price  for  the  property 

GUESS  -  the  prediction  determined  by  the  regression 
equation 

RESID  -  residual  or  difference  between  the  3  ile  price 
and  the  prediction 

ARESID  -  percentage  of  sales  price  represented  by  the 
residual 

Table  4  shows  the  number  of  predictions  and  the  cumulative  percen- 
tage of  predictions  for  the  listed  ranges  of  deviation  between  predic- 
tions and  sales  prices. 
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Table 

4 

Range 

of  deviations 

between 

No.  of 

Cumulative  percent 

sales 

price  and  prediction 

in 

la 

Predictions 
41 

of 

predictions 

0.00-1.99 

20.5 

2.00-3.99 

32 

36.5 

4.00-5.99 

37 

55.0 

6.00-7.99 

28 

69.0 

8.00-9.99 

16 

77.0 

10.00-11.99 

14 

84.0 

12.00-13.99 

10 

89.0 

14.00-15.99 

7 

92.5 

16.00-17.99 

2 

93.5 

18.00-19.99 

1 

94.0 

20.00-and  greater 

12 

100.0 

Total 


200 


Once  the  full  model  has  been  developed  it  was  validated  by  using 
50  new  sales  not  used  in  building  the  model.   The  computer  output  from 
the  validation  is  shown  in  Table  5  and  summarized  in  Table  6  which 
follows. 
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Range  of  .leviations  between 
sales  price  and  prediction  in 

0.00-1.99 

2.00-3.99 

4.00-5.99 

6.00-7.99 

8.00-9.99 
10.00-11.99 
12.00-13.99 
14.00-15.99 
16.00-17.99 
18.00-19.99 
20. 00- and  greater 

Total       54 


Table 

6 

No.  of 

Cumulative  percent 

L  % 

Predictions 
9 

of  predictions 

16.6 

8 

31.4 

12 

53.7 

5 

62.9 

7 

75.9 

5 

85.1 

4 

92.5 

2 

96.2 

1 

98.1 

0 

98.1 

1 

100.0 
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When  building  a  regression  equation  the  more  homogeneous  the  data 
the  better  the  nodel  and  hence  the  better  the  predictions  obtained  from 
the  model.   The  technique  used  to  obtain  more  homogeneous  data  is  often 
called  stratification.   In  order  to  test  this  stratification  concept  it 
was  decided  to  exclude  all  properties  from  the  200  data  samples  that  had 
dwellings  over  20  years  old.   That  is,  a  restricted  model  would  be  built 
using  only  those  data  samples  with  homes  20  or  less  years  old.   Table  7 
shows  this  model  achieved  a  R-square  of  .996  and  a  coefficient  of  varia- 
tion of  7.06. 

The  variables  entering  the  model  were: 

Quality  of  Neighborhood 

Quality  of  Structure 

Number  of  bathroom  Fixtures 

Number  of  Fireplaces 

Square  Feet  in  Dwelling  Area 

Grade  of  Structure 

Oven 

Storage  Area 

Depreciation 

Carport 

Attached  Garage 

Dishwasher 

Air  Conditioning 
The  actual  regression  equation  coefficients  are  the  B  values  listed  in 
Table  8.   The  predictions  from  this  model  are  given  in  Table  9  and 
summarized  in  Table  10,  which  follows. 
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Table  10 

Range  of  deviations  between  No.  of       Cumulative  percent 

sales  price  and  predictions  in  %    Predictions      of  predictions 

0.00-1.99 

2.00-3.99 

4.00-5.99 

6.00-7.99 

8.00-9.99 
10.00-11.99 
12.00-13.99 
14.00-15.99 
16.00-17.99 
18.00-19.99 
20.00-and  greater 

Total   175 


The  same  50  new  sales  used  to  validate  the  full  model  were  also  used 
to  validate  the  stratified  model.   The  output  from  the  validation  run  is 
shown  in  Table  11  and  summarized  in  Table  12. 
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Table  12 

Range  of  deviations  between  No.  of        Cumulative  percent 

sales  price  and  predictions  in  %    Predictions       of  predictions 

0.00-1.99 

2.00-3.99 

4.00-5.99 

6.00-7.99 

8.00-9.99 
10.00-11.99 
12.00-13.99 
14.00-15.99 
16.00-17.99 
18.00-19.99 
20.00-and  greater 

Total    54 
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35 
GLOSSARY  OF  TERMS 

B  Values  -  the  coefficients  determined  by  multiple  regression  analysis. 

Coding  Sheet  -  the  form  used  by  appraisers  on  which  is  recorded  the 

characteristics  of  a  property.   Such  characteristics  are  number  of 
square  feet,  number  of  bathroms,  air  condition,  etc. 

Coefficient  -  a  multiplier  in  a  regression  equation.   For  example,  if 

3.07  times  (number  of  square  feet)  appears  in  the  regression  equa- 
tion, then  3.07  is  the  coefficient. 

Coefficient  of  Variation  -  a  measure  of  the  relative  chane?  for  error 
in  an  estimate  of  the  market  value.   Coefficients  of  variation 
between  6%  and  10%  are  acceptable  in  MRA  studies  if  the  data  used 
is  of  sufficient  quality. 

Jurisdiction  -  a  geographical  area  for  property  tax  purposes  such  as  a 
city  or  county. 

Keypunch  -  the  process  of  taking  information  recorded  on  a  coding  sheet 
and  punching  that  information  onto  punched  cards. 

Market  Value  -  the  value  of  a  property  on  the  open  market.   That  is,  its 
worth  between  a  willing  buyer  and  a  willing  seller. 

Model  -  another  term  for  the  predictor  equation. 

Multiple  Regression  Analysis  -  a  statistical  technique  whereby  market 

value  of  property  can  be  predicted  from  known  characteristics  such 
as  number  of  square  feet,  air  conditioning,  etc. 

Predictor  Equation  -  the  actual  mathematical  equation  that  gives  an 
estimate  or  prediction  of  market  value. 

Program  -  a  set  of  instructions  for  the  solution  of  a  problem.   These 
instructions  are  written  by  a  human  programmer  and  given  to  the 
computer  for  processing. 

Property  Record  Card  -  a  record  maintained  by  the  county  on  which  all 
of  the  important  information  concerning  a  property  is  recorded. 

R-Square  -  the  variation  in  sales  prices  explained  by  the  regression 
equation  divided  by  the  total  variation  in  sales  prices.  An  R- 
square  of  greater  than  .95  should  be  achieved  when  applying  MRA 
techniques  to  prediction  of  market  values. 

Statistical  Analysis  System  (SAS)  -  a  set  of  sophisticated  statistical 
programs  used  in  this  study  to  determine  a  predictor  equation. 
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Validation  -  the  process  of  taking  a  property  whose  sale  price  is  known 
and  then  letting  the  market  value  be  estimated  by  the  predictor 
equation.   The  "goodness"  of  the  model  is  determined  by  how  well 
it  estimates  the  true  market  value  (i.e.,  sales  price). 

Variables  -  another  term  for  characteristics  of  a  property  such  as 
number  of  rooms,  square  feet  of  living  area,  etc. 
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37 
RECOMMENDATIONS  FOR  FURTHER  STUDY  -  A  PROPOSAL 

With  the  firm  belief  that  annual  revaluations  of  property  for  ad 
valorem  tax  purposes  are  inevitable  and  that  such  revaluations  can  take 
place  only  with  the  assistance  of  statistical  methods  and  the  use  of 
high-speed  computers,  this  proposal  for  further  study  is  presented  to 
the  State  of  North  Carolina.   The  proposed  study  is  envisioned  as  a 
two-year  endeavor  involving  two  graduate  students  under  the  supervision 
of  a  University  faculty  member.   The  particular  interests  of  the  graduate 
students  should  encompass  statistics,  economics,  mathematics,  and  com- 
puter science.   It  is  hoped  that  each  student  participating  in  the  study 
would  be  able  to  document  results  and  recommendations  in  the  form  of  a 
thesis. 

The  goals  of  the  study  are: 

(1)  To  carry  out  an  in-depth  study  of  currently  existing  appraisal 
systems  for  each  county  within  the  State.  This  goal  represents  a  real 
need.   The  intention  here  is  not  to  be  critical  of  existing  systems  but 
rather  the  concept  that  before  moving  forward  one  needs  to  have  a  clear 
understanding  of  where  one  presently  stands. 

(2)  To  evaluate  all  counties  with  regard  to  computerized  mass 
appraisal  needs.   The  goal  here  would  be  to  determine  for  each  county  its 
needs  with  regard  to  such  items  as:   property  record  cards  and  reliable 
data,  appropriate  tax  maps  and  books,  availability  of  currently  existing 
local  computing  facilities,  numbers  and  variety  of  sales  information, 
current  and  additional  staffing  needs. 
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(3)  To  determine  means  by  which  local  tax  officials  can  better 
understand  and  become  familiar  with  computer-assisted  mass  appraisal 
concepts  and  how  it  can  aid  them.   This  goal  is  aimed  at  the  all-important 
educational  process.   People  distrust  and  fear  those  things  which  they 
cannot  understand.   Tax  officials  are  no  different  in  this  respect  than 
other  people.   Our  effort  here  would  be  to  devise  appropriate  means  to 
carry  out  the  educational  process  directed  toward  a  better  understanding 
of  computer-assisted  mass  appraisal. 

(4)  To  study  and  evaluate  private  companies  offering  computerized 
mass  appraisal  systems.   The  fundamental  importance  of  this  goal  relies 

on  the  old  adage  "the  proof  of  the  pudding  is  in  the  eating".   The  history 
and  background  of  each  company  should  be  studied  as  well  as  the  major 
systems  implemented  across  the  country  by  each  company.   Hopefully,  an 
evaluation  of  these  implemented  systems  could  determine  a  "best"  com- 
pany if  the  State  eventually  chose  to  seek  the  services  of  such  a  company 
for  a  State-wide  system. 

(5)  To  determine  ways  to  share  and  exchange  computer-coded  informa- 
tion among 

a)  private  firms, 

b)  public  institutions, 

c)  county  government 

d)  state  government,  and 

e)  federal  government. 

This  goal  could  be  one  of  the  more  important  sidelights  of  this  proposed 
study.  There  are  many  organizations,  both  private  and  public,  that  need 
and  could  share  the  same  kinds  of  information.  An  attempt  would  be  made 
to  determine  and  isolate  the  various  kinds  of  needed  information  by  con- 
tacting private  companies,  and  the  various  governmental  agencies.   The 
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kind  of  information  being  considered  here  is  the  information  that  would 
have  already  been  gathered  and  recorded  as  the  result  of  a  computer- 
assisted  mass  appraisal  system. 

(6)  To  make  specific  recommendations  to  the  legislature  as  to  the 
directions  in  which  the  State  should  proceed  with  regards  to  computer- 
ized mass  appraisal.  A  final  report  would  be  prepared  which  records  and 
summarizes  the  findings  under  this  proposed  study.   This  report  could 
provide  the  State  with  the  kind  of  timely  information  needed  in  order  to 
proceed  on  a  knowledgable  plan  of  action  regarding  the  role  of  computer- 
assisted  mass  appraisal  in  the  State. 
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The  projected  funds  needed  for  this  two-year  study  are: 

SALARIES: 

Two  graduate  students  @  $5,000  each  per  year  $20,000 

One  faculty  member  -  1/5  release  time  each  year  8,000 

-  full  time  for  two  summers  10,000 

TRAVEL: 

Transportation  -  7,000  miles  @  .15  1,500 

Lodging  and  meals  -  30  days  @  $19  570 


Miscellaneous  Expenses  (telephone,  clerical, 

reproduction,  etc.) 


500 
500 


Two-day  workshop 
Overhead  Expenses  -  20%  of  salaries  7,600 

Total  $48,670 
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A  BILL  TO  BE  ENTITLED 

AN  ACT  TO  REQUIRE  CERTIFICATION  OF  APPRAISAL  COMPANIES. 
The  General  Assembly  of  North  Carolina  enacts: 

Section  1.   Subsection  (i)  of  G.  S.  105-289  is  hereby 
rewritten  as  follows: 

"(i)  To  maintain  the  register  of  experts  provided  for  in 
G.  S.  105-299,  to  review  the  qualifications  and  work  of 
registrants  with  respect  to  the  professional  and  financial 
capacity  of  registrants  to  comply  with  the  terms  of  their  employ- 
ment to  aid  and  assist  counties  in  determining  the  true  value 
of  property  subject  to  taxation,  and  to  certify  as  qualified  those 
registrants  it  finds  to  be  capable  of  such  compliance." 

Sec.  2.   Subsection  (a)  of  G.S.  105-299  as  it  appears 
in  the  1972  Replacement  Volume  2D  of  the  General  Statutes  of 
North  Carolina  is  hereby  amended  by  rewriting  the  first  sentence 
to  read  as  follows: 

"Employment. — The  board  of  county  commissioners  may  employ 
persons  having  expert  knowledge  of  the  value  and  methods  of 
appraising  the  kinds  of  property  within  the  county  and  certified 
by  the  Department  of  Revenue  as  provided  in  G.S.  105-289(i)  to 
aid  and  assist  the  list  takers,  the  tax  supervisor,  and  the  board 
of  equalization  and  review  in  determining  the  true  value  of  the 
property  in  the  county." 

Sec.  7).      This  act  shall  be  effective  upon  ratification. 
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COMPUTER  ASSISTED  APPRAISAL 


A  proposed  project  preliminary  to  the 
development  of  a  computer  assisted 
appraisal  system  to  provide  a  more 
equitable  real  property  appraisal 
process  for  the  State  of  North  Carolina 


Submitted  To:   The  Honorable  James  E.  Long 

North  Carolina  Representative 

Submitted  By:   Kenneth  C.  Stevens,  Account  Director 
CBM,  Inc. 

Suite  942,  15  Peachtree  Street,  N.E. 
Atlanta,  Georgia   30303 
Telephone  (404)  688-2262 
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PURPOSE 


An  explanation  of  a  proposed  project  preliminary  to  the  developement 
01  a  computer  assisted  appraisal  technique  requiring  data  collection  and 
analysis  from  six  parts  of  the  State  of  North  Carolina.   This  technique, 
which  has  been  implemented  in  the  states  of  California,  Arizona,  Texas, 
Georgia,  Ohio  and  currently  under  development  in  the  States  of  New  York, 
West  Virginia  and  Tennessee,  would  provide  for  equalization  at  the  point 
of  appraisal  by  providing  a  value  for  each  residential  property  parcel  in 
each  county  and  maintaining  that  value  current  by  means  of  periodic  review 
and  update. 
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NORTH  CAROLINA  PROPERTY  APPRAISAL  PROBLEM 

North  Carolina  property  valuation  processes  are  now  beseiged  by  taxpayer 
demands  for  equity  and  uniformity  in  allocation  of  the  burdens  of  property  tax 
in  the  counties  across  the  State.   In  fact,  the  entire  United  States  is  the 
scene  of  a  massive  taxpayer  revolt  demanding  equity  and  uniformity  in  property 
appraisal  and  assessment.   The  States  of  Ohio,  Georgia,  Alabama,  Arizona  and 
others  have  already  been  faced  with  court  decrees  demanding  annual  appraisal  of 
property  as  a  solution  to  taxpayer  demands  for  equity.   Equity  means  uniformity 
or  equal  treatment  based  on  appraisals  which  reflect  the  true  market  value  of 
properties  for  tax  purposes  each  year,  taking  account  of  the  fact  that  property 
values  can  change  rapidly  over  the  course  of  a  year. 

It  can  no  longer  be  assumed  under  current  drastic  property  value  fluctuation, 
which  average  several  percent  a  year,  that  each  taxpayer's  property  value  behaves 
in  the  same  manner  that  others  do  even  in  the  same  neighborhood.   Such  variability 
represents  the  entire  basis  for  the  accurate  claims  by  taxpayers  that  current 
appraisal  methods  are  entirely  inaccurate,  inadequate  and  are  in  need  of  major 
improvement. 

Local  tax  supervisors  in  North  Carolina,  who  are  understaffed  and  underfunded 
for  purposes  of  periodic  appraisal,  are  faced  with  a  dilemma  in  view  of  the  recent 
and  continuing  rates  of  change  in  property  values.   The  impact  of  "new"  values 
to  the  taxpayer  in  North  Carolina  is  a  frightening  experience  in  the  eyes  of 
many  tax  supervisors  today. 
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NEED  FOR  EQUALIZATION  AT  POINT  OF  APPRAISAL 

No  more  accurate  technique  for  property  appraisal  is  possible  than  indi- 
vidual valuation  and  attention  to  each  property  parcel  in  North  Carolina  each 
year.  Under  any  basis  of  allocating  the  property  tax  burden,  the  equity  of  all 
methods  begins  with  an  accurate  property  valuation  for  every  property  very 
frequently.  Unfortunately,  it  has  not  been  economically  or  physically  possible 
for  local  tax  supervisors  to  give  attention  to  each  property  frequently.   Traditional 
appraisal  techniques  do  not  easily  lend  themselves  to  frequent  appraisal  of  each 
individual  parcel  because  of  prohibitive  costs  and  labor  requirements  and  the 
large  volumes  of  properties  to  be  appraised. 

The  traditional  appraisal  techniques  that  are  being  used  throughout  North 
Carolina  cannot  take  account  of  annual  fluctuations  in  property  values  and 
generally  result  in  startling  appraisals  at  varying  percentages  of  fair  market 
value.   This  creates  the  need  for  equalization  "after-the-fact",  but  the  equaliza- 
tion techniques  now  in  use  often  do  not  correct  the  current  inequities.   For 
example,  samples  of  recently  sold  properties  in  a  given  area  might  indicate  an 
assessment  to  sales  ratio  below  the  desired  level  of  market  value.  If  so,  all 
properties  in  the  area  would  be  increased  to  reach  the  desired  level  when,  in 
fact,  some  of  these  properties  may  have  declined  in  value  and  should  be  reduced. 

The  need  is  for  an  appraisal  technique  which  provides  values  for  each  parcel 
in  each  neighborhood  frequently.  This  would  amount  to  equalization  at  the  point 
of  appraisal  and  eliminate  the  need  for  sales  ratio  studies  for  "after-the-fact" 
adjustments. 
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COMPUTER  ASSISTED  APPRAISAL  APPROACHES 

The  ad  valorem  tax  personnel  in  North  Carolina  have  become  aware  of  a 
computer  assisted  approach  to  appraisal  problems  which  provides  a  solution 
to  the  problem  of  uniformity  and  equity  in  the  appraisal  process.  In  fact, 
several  states  (New  York,  California,  Ohio,  Airzona,  Georgia  and  Tennessee) 
have  already  elected  to  utilize  the  computer  assisted  approach  because  of  the 
critical  need  for  equity  in  property  taxation. 

Further  analysis  reveals  that  at  least  four  of  the  above  states  have  now 
committed  to  total  projects  for  development  and  implementation  of  the  techniques 
for  computer  assisted  appraisal  on  a  mass  property  basis  for  nearly  five  million 
parcels  annually.  Such  a  major  commitment  indicates  that  the  success  of  computer 
assisted  approaches  may  be  the  answer  to  the  annual  appraisal  problems  facing 
local  assessors  in  North  Carolina  and  throughout  the  United  States. 
Proposals  should  be  sought  to  perform  necessary  research  to  provide  preliminary 
information  required  for  the  design  and  development  and  implementation  of  such 
a  system.  There  are  several  firms  which  have  performed  this  research.  One  firm, 
CBM,  Inc.,  a  nationwide  government  service  firm  specializing  in  computer  assisted 
appraisal  systems,  has  been  contracted  to  perform  all  or  nearly  all  of  the  afore- 
mentioned computer  assisted  work  in  Arizona,  Ohio,  New  York,  Georgia  and  Tennessee. 
In  fact,  the  Arizona  system  has  been  in  operation  for  three  tax  years  with  complete 
success  for  all  residential  properties  in  the  entire  state. 
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A  SUMMARY  OF  THE  COMPUTER  ASSISTED  APPROACH  TECHNOLOGY 

The  computer  assisted  appraisal  approach  combines  mathematical  and 
statistical  techniques  with  sound  techniques  of  an  appraisal  information 
system  to  determine  just  what  property  characteristics  influence  property 
values  to  what  extent  each  )ear  in  each  neighborhood.  That  is,  by  examining 
property  characteristics  of  individual  properties,  along  with  recent  sales 
data  about  those  properties,  the  computer  program  can  determine  what  property 
characteristics  are  significant  value  contributors  and  to  what  degree. 

After  such  property  characteristics  and  their  relative  contributions  to 
overall  property  value  have  been  "pinpointed",  it  then  becomes  rather  straight- 
forward to  estimate  total  value  of  all  properties  through  an  appropriate  analysis 
of  all  sales  and  the  specific  property  characteristics  which  have  been  collected 
for  all  of  the  properties  to  be  appraised. 

Further  sophistications  allow  property  values  to  be  further  defined  by 
neighborhood,  and  even  allow  those  few  special  properties  which  are  difficult 
to  appraise  by  any  method  to  be  "highlighted"  for  attention  of  the  local 
assessor,  so  that  his  limited  staff  can  spend  its  time  on  these  difficult-to- 
appraise  properties,  letting  the  computer  assist  as  a  tool  in  rapidly  appraising 
the  others. 
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A  SUGGESTED  PROJECT  FOR  NORTH  CAROLINA 

The  computer  assisted  mass  appraisal  techniques  implemented  in  other  states 
can  be  equally  well  implemented  in  North  Carolina.   The  first  step  )phase)  of 
any  such  system  is  to  evaluate  the  most  significant  factors  influential  in 
determining  values  for  property.   The  agency  employed  would  collect,  research, 
and  analyze  the  characteristics  of  sales  in  perhaps  five  or  six  counties  of 
diverse  areas  of  the  state.  Success  in  other  states  indicates  that  such 
expectations  are  well-founded  and  the  corresponding  appraisal  results  on  an 
annual  basis  elsewhere  have  been  proven  to  be  more  accurate  than  those  available 
from  traditional  appraisal  methods.  An  irony  in  the  computer  assisted  approach 
is  the  fact  that  the  annual  appraisal  of  properties  can  occur  with  more  accuracy 
than  current  methods  at  a  fraction  of  the  cost  of  conventional  methods.  In  fact, 
for  only  a  few  cents  per  parcel,  each  parcel  can  be  individually  considered  and 
valued  each  year  subsequent  to  the  system  development. 
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PROPOSED  PLAN  OF  ACTION 

It  is  proposed  to  conduct   Phase  I  of  a  three -phased  project  to  create 
and  implement  a  computer  assisted  appraisal  system  for  residential  property  for 
the  State  of  North  Carolina.   Phase  I  consists  of  a  professional  and  organized 
research  effort  to  determine  what  property  characteristics  or  factors  influence 
market  value  in  North  Carolina  on  a  statewide  basis. 

In  order  to  statistically  properly  determine  the  proper  direction  for  a 
statewide  system,  Phase  I  should  include  effort  in  about  5  or  6  diverse  and 
representative  counties  throughout  the  State.  In  order  to  assure  success  in 
Phase  I,  active  local  and  State  involvement  is  mandatory. 

Work  products  of  Phase  I  would  include  the  valuation  methodologies  for 
residential  properties  as  well  as  a  detailed  work  plan  and  cost  estimates  for 
the  subsequent  two  phases. 

The  estimated  or  budgetary  cost  of  consulting  effort  for  Phase  I  would 
total  from  $100,000  to  $150,000  depending  upon  the  number  of  counties  considered 
and  whether  or  not  validation  of  valuation  procedures  is  required  for  education 
and  public  relations  reasons. 

It  is  assumed  that  adequate  computer  resources  and  keypunching  resources  would 
be  available  to  the  contracting  agency  for  the  project  at  no  cost  or  at  a  cost 
independent  of  consulting.   The  proposal  further  assumes  that  clerical  and  appraisal 
efforts,  though  limited  for  Phase  I,  would  be  available  if  pre-planned  through 
local  or  State  channels. 

Phase  I  is  of  course  the  first  of  three  phases  in  this  project  and  would  be 
conducted  with  the  expectation  of  continuing  completion  of  the  entire  project, 
that  is,  offering  this  technique  of  property  revaluation  to  all  counties  in  North 
Carolina. 
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